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It is my pleasure to submit on behalf of the Board of Directors (the “Board"}
the results of GZITIC Hualing Holdings Limited (the "Company”) and its
subsidiaries {the “Group”) for the year ended 31 December 2002.

Financial Highlights

Turnover of the Group amounted to approximately HK$1,261,072,000 for the
year ended 31 December 2002, representing a decrease of 24% as compared
to last year. The audited loss attributable to shareholders amounted to
approximately HK$250,359,000 (2001: audited profit attributable to
shareholders HK$10,753,000). The Board does not recommend the payment
of any final dividend for the year ended 31 December 2002.

Business Highlights

During the year under review, the sales volume of the Group's air-conditioners
has reached approximately 416,000 units, representing a decrease of
approximately 11% as compared to the previous year. Whereas impacted by
the slashing retail price of domestic air-conditioning products, turnover
reduced significantly by approximately 35% when compared with last year
and amounted to approximately HK$745,207,000. While the sales volume of
refrigerator business decreased by approximately 4% in comparison to last
year, amounted to approximately 636,000 units. Turnover slightly increased

by approximately 0.8%, amounted to approximately HK$515,865,000.

The Group's export business recorded satisfactory results, with the export
sales volume of airconditioners increased approximately 52% against prior
year, while export sales volume of refrigerators increased by 31%. In order
to broaden the Group's market share in the PRC and overseas markets and
to improve the product varieties, during the year, the Group has completed
25 new product development projects. These have created huge momentum
for the development in the coming year. Moreover, the Group’s cost control
measures have demonstrated great achievements. The procurement centre
established in April has lowered the average procurement cost by over 10%

as compared with the original procurement model.

The Group's application of information technology has obtained satisfactory
results. Of which, the implementation of the Enterprise Resource Planning

("ERP") system has accelerated the overall business operation efficiency.
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Chairman Chen Xiao Shi
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The Group also strives to enhance the overall management level of human
resources. During the year, the Group has further improved the human
resources management structure, revised the screening method and
advanced the remuneration scheme. More training opportunities were given
to staff at different levels, the staff's professional expertise and the overall

operation efficiency of the Group are therefore enhanced.

The Group's management team actively improved the production technology,
product quality and cost structure during the year under review. With a
progressive business strategy, the Group has maintained a stable growth in

the midst of an extremely competitive market environment.
Future Development Strategies

Due to the everincreasing competition in the PRC household appliance
industry, the Group will analyze its opportunities and threats, strengths and
challenges taken into account the industry environment and characteristics
of its competitors. This serves to facilitate the growth of the Group's

businesses by continual improvement.

Turnover of the Group by Products
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The management believes that the status of PRC household appliance
manufacturing industry as "The World’'s Largest Household Appliance
Manufacturing Base” will be continuously enhanced and strengthened and
eventually will help the PRC household appliance enterprises to strive for
more opportunities in the global market with a wider coverage. The Group
will grasp this opportunity to consistently enhance, examine and utilize the
technology and advantages of its products, to speed up its exploration of the
overseas market natwork and to effectively implement its long-term and global

operation target.

1. Market Exploration

With regard to the domestic market, the Group will keep on
strengthening its existing market and will strive to explore markets
outside the Guangdong province and other rural markets. This is to
facilitate the further consolidation of the integrated, organized and
efficient sales platform in the PRC; and in turn will maximize the
domestic sales, realizing the strategy of small profit and large sales
volume. As for overseas export markets, the Group will put in more

resources and targets to have prominent development in 2003.

2. Product Deveiopment

The management believes that enhancement of product technology is
the key to maintain the Group's market position. Therefore, the Group
will continue to be market oriented and apply the latest technology to
raise the technological advantages of HUALING products. Moreover,
the Group will speed up the research and development of the new
mini central air-conditioners and continue to improve the product
structure, with an aim to satisfy the needs of different markets and to

expand its market share.

The PRC household appliance industry is ever changing. To grasp the
pulse of the market and to respond to the market needs, the Group
will speed up the R&D of new products and to ensure that new products
are launched on schedule. The Group will also strengthen its overall
products development, to manufacture high value added and high profit
margin products which could bring about contributions to the Group's

profit.
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3. Application of Information Technology

With the application of information technology, the Group has obtained
satisfactory results in enhancing the operation efficiency during the
year under review. In view of this, the Group will continue to develop
the ERP software with Legend Holdings Limited. The Group will
continue to improve the ERP on airconditioners and at the same time
actively implements the ERP project in China Refrigeration Industry
Co., Ltd. The Group aims to further accelerate the overall information
technology level, in order to exercise to the greatest extent the power

of information technology management.
4. Cost Control

In view of the keen price competition in the household appliance
market, effective‘cost control measure is definitely the key for the
Group to strengthen its competitiveness in order to raise its profit.
Therefore, the Group will work on different aspects to lower its cost,
which include R&D, design, procurement, production, management,
etc. At the same time, the Group will further improve the “centralized
tender and shop around” principle; to implement the integrated
procurement model and to enforce strict procurement cost control.
On the other hand, the Group has integrated the sales network of air-
conditioners and refrigerators. This is to lower the Group’s operation
and sales costs and to further restructure the procurement system for
airconditioners and refrigerators, in turn the Group's bargaining power
would be enhanced and effective production cost control would

therefore be resulted.

To efficiently lower the overall operation cost of the Group, the following
measures will be adopted: strengthening of internal management, bad
debts clearance, strict adherence to the annual budget plan; and in
accordance with the principle of “survival of the fittest and efficiency
comes first” to review staff productivity and minimize resources

wastage.
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By Order of‘the Board
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Industry Envircnment

In 2002, competition of domestic household appliance industry escalated
further. The total production volume of household appliance increased sharply
but sales growth rate has decreased, with the household airconditioning
products particularly impacted. The total production of household appliance
increased by approximately 32% while the total sales increased by approximately
7% in comparison with last year. However, the sales growth rate recorded a

dramatic decrease by approximately 34% compared to last year,

Retail prices of refrigerator and air-conditioner in the PRC are falling
continuously. The average retail price of domestic airconditioner decreased
by approximately 25%. The average price for household refrigerator decreased
further by approximately 4% on the base of already lowered price level last

year.

Although the market development of domestic household appliance has
slowed down, the export market experienced substantial growth, the sales
and indlustry profit have both recorded significant growth. The production
volume of electrical appliances in the PRC has amounted to about 20% of
the global market share, and is now growing and consolidating its global
niche as the household appliance manufacturing base. Among which the
export of air-conditioner represented approximately more than 30% of the

total export value in the PRC.
Financial Highlights
Working Capital and Financial Resources

For the year ended 31 December 2002, the bank borrowings of the Group
amounted to approximately HK$530,468,000, including short-term bank loans
of approximately HK$491,876,000 white bank balance and cash amounted to
approximately HK$174,262,000. The Group's trade receivable balance was
approximately HK$132,460,000.

All of the Group's sales and purchases are mainly denominated in Renminbi
and Hong Kong Dollar. Accordingly, the Group does not have material risk

with respect to currency fluctuation.

Balance Sheet Highlights ﬁEEfﬁi?ﬁE
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Cash on Hand
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Bank Loan
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Shareholders’ Equity

B 601 682 431 -37%
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Capital Structure

As at 31 December 2002, the shareholders’ equity of the Group was
approximately HK$431,460,000, a decrease of 37% over prior year. As at 31
December 2002, the debt to equity ratio, calculation based on total of short-
term and long-term loans against consolidated shareholders’ equity, was about
1.2.

Banking Facilities and Pledge of Assets

As at 31 December 2002, the Group had banking facilities of approximately
HK$709,931,000 {2001: HK$634,896,000) for overdrafts, bank borrowings and
trade financing. As at that date, HK$530,468,000 were utilized {2001
HK$535,074,000). Property, plant and equipment with net book value of
approximately HK$95,516,000 (2000: HK$116,967,000) were pledged as

security for the Group's short-term bank foans.
Employees’ Remuneration Policy

As at 31 December 2002, the Group employed approximately 3,000 full time
staff in Hong Kong and the PRC. The Group follows research report on
remuneration which was prepared by professional consultants in the PRC to
determine employee remuneration based on employee performance,
experience and industry practice. The Company has set up share options
scheme and provided free housing to part of its staff in the PRC.

Business Performance

During the year under review, the Group endeavored to maintain the domestic
market share of air-conditioner and refrigerator business and to expand the
overseas market share. In order to achieve this, stringent cost control,
enhanced operation efficiency and strengthened product development were
implemented to cater for the market needs. As to the internal corporate
management, the Group has actively enhanced the human resources and
corporate culture, with an aim to make necessary external and internal

adjustment, as well as to alleviate the impact of the fierce market competition.
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Air-Conditioner Business

During the vear, the air-conditioner business of the Group decreased by 11%
against prior year and the number of units sold amounted to approximately
416,000 units. Whereas impacted by the slashing retail price of domestic air
conditioning products, turnover reduced significantly by approximately 35%
when compared with last year and amounted to approximately
HK$745,207,000.

Among different products, the sales of window-type air-conditioner accounted
for 27% of the entire sales volume, representing an increase of 12% over
the same period last year, while that of cabinet-type and split-type accounted
for 15% and 58% of the total sales volume respectively, representing a
decrease of 16% and 17% respectively over the same period last year. Since
the general price level has decreased, the profit attributed to air-conditioner

business was subsequently weakened.

Overseas Export Market

Capitalized on last year's growth momentum, the Group succeeded to record
an increase in the total export volume of air-conditioner by approximately
52% over prior year and amounted to approximately 138,000 units. In
particular, the performance in the European market was comparatively better.
In the first half of 2002, the export units to Greece already reached 23,000,
far above the total annual export volume to Greece in last year. In March, the
Group obtained the ‘TSE’ license in Turkey and recorded export volume of
approximately 14,000 units in this market. Spain was the newly developed
market of the Group during the year with export volume of approximately

e

8,000 units. AR)
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Sales Volume by Products of Air-Conditioner LRHEAHZERD R

; | Window-type | Cabinet-type ] Split-type Total

- ) i i W SEe | &

| Year Units | Units i Units Units

| EE ; aa i BH ? a8 =4
2000 42,000 90,000 290,000 422,000
2001 102,000 73,900 289,500 465,400‘
2002 114,000 62,000 240,000 416,000

The PRC Market

The sales volume of air-conditioner in the PRC dropped by approximately
24%, reached approximately 215,000 units. The major reason leading to the
decline of sales volume was the cut-throat price competition initiated by those
new manufacturers of air-conditioner, in & bid to raise brand awareness and
market share. In order to maintain market share, apart from continuing the
provision of quality products and services to the clients, the Group also
adjusted the selling price downward. This act might bring forth impact on the
Group’s performance of air-conditioner in the PRC during the year, while in
the long-term perspective, will be beneficial to the enhancement of the

Group’s image and competitiveness in the airconditioner business.

OEM Market in the PRC

During the year under review, the sales volume of OEM air-conditioner
amounted to approximately 3,000 units, representing a decrease of
approximately 94% as compared with last year. Turnover decreased by
approximately 93% over prior year and recorded approximately HK$9,000,000.
This was because the domestic household appliance manufacturers
established their own production facilities, resulting in a fall in the demand
for OEM.

LEE
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Sales Volume by Markets of Air-Conditioner
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Sales Volume of Refrigerator
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Refrigerator Business

During the year under review, the Group's sales volume of refrigerator
business decreased by approximately 4% in comparison to the corresponding
period last year, amounted to approximately 636,000 units. Turnover slightly
increased by approximately 0.8%, amounted to approximately
HK$515,865,000.

QOverseas Export Market

The refrigerator business of the Group experienced satisfactory performance
during the year. Total export volume reached approximately 327,000 units,
representing an increase of approximately 31% as compared with last year.
Turnover increased by approximately 15% over prior year and amounted to
approximately HK$198,253,000.

The PRC Market

During the year, the performance of refrigerator business was hampered by
the persistent flattened demand from the domestic market, which resulted
in a reduction of approximately 35% in sales volume and amounted to
approximately 219,000 units. Turnover decreased by approximately 15% over
prior year and amounted to approximately HK$229,612,000.

OEM Market in the PRC

The sales volume of OEM refrigerator amounted to 90,000 units, representing
13% increase against last year. Turnover increased by approximately 28% over
prior year and amounted to approx'mately HK$88,000,000. This was due to the

increased orders from clients.
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Sales Volume by Markets of Refrigerator KEHERBZTESH
| | PRC Market JOverseas Market| PRCOEM |  Total |
[ | mamg | EAmS | EMOEM | A& |
1 Year Units ! Units Units Units l
| 5H ; =3 ; A BH Al E
2000 290,000 240,000 77,000 607,000
2001 336,000 250,000 79.000 665,000
2002 219,000 327,000 90,000 636,000

Overall Cperation Performance

The Group discerned that after the PRC's accession to the World Trade
Organization, the domestic household appliance products will be opened up
to the international market. Therefore, the Group aggressively developed its
exportﬂbusiness during the vear and achieved competent performance which
alleviated the impact brought about by the sluggish development of the
domestic market.

Stringent Cost Control

The Group is committed to exercise prudent cost control. The strategic cost
control measures started from the aspects of development, design, production,
procurement, management, etc, in a bid to consolidate resources and strengthen
the financial management. The Group established the Enterprise Procurement
Centre in early April which enabled the Group to centralize the procurement
issues and effectively control the procurement cost. As at the end of 2002, over
half of the Group’'s raw material procurement is by bidding system so as to
reduce the average procurement cost by over 10% against the original mode of

procurement.

In addition, the Group has boosted the financial budget and the degree of
cost control and would strictly adhere to the financial budget. The Group also
streamlined the manpower structure appropriately, which allowed the Group

to reduce the overall operating cost effectively.

- Menagement Dissussion and Anelysls -
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Upgrading the Operating Efficiency

Overall operating efficiency is an enterprise’s key to success. The Group
obtained encouraging results in the establishment of information technology.
Enterprise Resource Planning (ERP) and Product Data Management (PDM}
were successfully executed in April, of which, the ERP project exhibited
substantial development. Inventory was considerably curtailed yet at
enhanced efficiency in the aspect of decision-making. The amount of inventory
in the year decreased by approximately 38% against last year, white the trade

receivables decreased by approximately 56%when compared to last year.

With regard to the PDM project, the Group is currently undergoing the Phase
2 development and perfecting the information storage. In the year ahead,
the Group will further build up the information technology system and to

fully utilize the integrated capability of data management.
Catering for the Market Needs

During the year under review, the Group has actively reshaped and enhanced
the product mix together with the development of new products. The Group
catered for the different level of market needs by differentiated product
characteristics as well as the proportion of product portfolio. The Group also
made use of the internet to rapidly revert to market information and to enhance

the efficiency of logistics with respect to inventory flow.
Enhancement of Product Development

All of the Group’s subsidiaries were market oriented during the year under
review. Through dedicated efforts in the adjustment of the R&D system,
enhanced allocation of resources and the rewarding system of the R&D staff,
the Group's efficiency and successful rate in the aspect of technical
development have been raised significantly. The Group completed the
development of 26 new products in the year and it is believed that this could

provide fresh impetus to the Group in the market development in 2003,

The Group expedited the development of mini central airrconditioning business
in the year and obtained successful development of 18 types of model. Among
which, the duct machine series were technologically advanced and could be
applied to a wide range of fields, with particular advantage of easy installation
and operation. This series paved the way for the new generation of air-

conditioner by opening up a brand new dimension.
Value-Adding Human Resocurces

The Group has always emphasized the quatity enhancement of its staff, During
the year, the Group further enhanced its management of human resources
and provided ample training opportumt\es for staff in all levels. The assessment
and the remuneration schemes have been improved, in order to upgrade the

overall management of” human resources

/’ //
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Establishment of Corporate Culture

The Group endeavored to create an organization and cultural environment for
its employees which could facilitate their deployment of capability and
creativity. The Group has proactively strengthened the establishment of
corporate culture and to provide an active and creative environment for its
employees. This could improve the Group's overall efficiency of production

and management.
Future Prospects

Looking forward, the Group will capitalize on the favorable PRC's macro
egconomic environment and the stable economic policies; and to realize the
opportunities to explore the giobal markets as offered by the various trading
policies of the WTO. Moreover, the Group also envisages a growth in demand
with the domestic electrical appliances entering a new era and the boost in

the rural market.

Regarding product development, the Group will further enhance its product
series; refrigerators, household air-conditioners, mini central airconditioners,
refrigerated cabinets, wine cabinets and mini electrical appliances have already
formed high, middle and low rank peripherals. Mini central air-conditioner
has successfully developed 18 new models. Of which, the duct machine series
have competitive technical and functional edges and have received favorable
responses after its first launch into the market. In the coming year, the Group
will speed up its market development and fully utilize its technical advantages,

in a bid to bring forth new income growth driver for the Group.

As for the export market, the Group will endeavor to better the quality of its
products. The airconditioner factory and the refrigerator factories have already
obtained various export quality accreditations, including 1S09002, CCEE and
CE, CB, GS for exports and EMC in which facilitated the Group to further
explore the overseas market. The Group places strong emphasis in the specific
technical and functional requirements of export models, thus the product
R&D capability was further enhanced which strengthened the

competitiveness of the Group's export products.

In the future, the Group is dedicated to accelerate its research and
development capability, broaden its current product series and adopt the
production of mini electrical appliances on OEM basis, in order to exemplify
the brand value of HUALING. The Group will also implement reform in the
structure of technical development and to motivate the R&D staff.
Furthermore, the Group will better its technigues to respond promptly to the
market changes and to strengthen the establishment of its technical network
10 elevate the satisfactory level of its customers. In the coming year, the
Group will be in full strength to enhance its brand awareness and to deepen

its penetration rate in the PRC market.
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Executive Directors and Senior Management
Mr. CHEN Xiao Shi

Aged 49, is the Chairman of the Company. He joined the Company in 1997
He is an economist with Master of Business and Administration, He has over

26 years of experience in corporate and financial operation management.
ir. LIANG Wei Wen

Aged 36, is the Finance Director of the Company. He joined the Company in
1997 and is responsible for financial management. He is a certified public
accountant in the PRC with Master of Business and Administration. He has

over 16 years of corporate and financial management experience.
Ms. LIANG Bao Ping

Aged 50, is an economist in the PRC. She joined GZITIC in 1991. She is the
Director of the General Manager's Office of GZITIC and the Managing Director
and General Manager of some of the subsidiary companies of the GZITIC
Group. She graduated from South China Agricultural University. She has over

21 years of experiences in administration and management.
Ms. YE Zhen Wen
Aged 55, is an accountant in the PRC. Ms. Ye has over 22 years of experience

HEEAS

(Professional Accountants University). Before she joined the Group, she had

in corporate and financial management. She graduated from &

worked for another company listed in Hong Kang in a managerial position for

3 years.

Non-executive Directors

Mr. ZHANG Xin-Hua

Aged 40, is the General Manager of Guangzhou Baiyun Agriculture [ndustry
& Commerce (Group) Corporation. He has over 17 years of experience in
corporate management.

Mr. CHEN Yu Hang

Aged 41, is an economist in the PRC. Mr. Chen has over 10 years of experience

in corporate management experience.
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Independent Non-executive Directors
Mr. LAM Ming Yung

Aged 39, is a Non-executive Director of the Company. He graduated from the
School of Law of Shanghai Eastern Chinese College of Politics and
Jurisprudence in 1986 and was awarded the degree of bachelor of law. Mr.
Lam started practicing law in 1987 in Fujian Province in the PRC, and moved
to Hong Kong in mid-1993. He was registered as a foreign lawyer with the
Hong Kong Law Society in 1995, and is now practicing as a senior legal
consultant of PRC Corporate Securities in the Hong Kong office of Sidney
Austin Brown & Wood.

Mr. LO Wing Sang, Vincent

Aged 57 is the senior partner of GallantY.T. Ho & Co., solicitors and Notaries.
Mr. Lo is a solicitor of Hong Kong, a Notary Public and a China-Appointed
Attesting Officer.

ivir. CHAN Wai Dune

Aged 50, is a certified public accountant and is a fellow member of the
Association of Chartered Certified Accountants, the Hong Kong Society of
Accountants and the Taxation Institute of Hong Kong. Mr. Chan has over 21
years of experience in the finance sector, particularly in auditing and taxation
area. He sits on the boards of a number of private and publicly limited

companies in Hong Kong.

'““&EE%Q&HI@

BYFEHITES
RABEE

F39 BAARIMERITESE - M1986FEEERH
FBRE  RUBABRBE TN - MAEMOBTEHBE
PEBRAHE - KI93FHEREEE - R19955FMH
ERLZ2CHMABENEN  RENEEENEX
FEARSENERTRCEZHSRERERD -

57 AIERBRNEHEAZEL/BA - BERER
ERZHALEN BROFARPENEBEELE
A s

R LE

FEO0r A—UHEGHMREERFFLOREHRIL
% TEEHNLSREEUBRBE2BEREE - &
EERBMER  LARBEHUBHIEREBENEE
B AR ZHEELARLTRINESER
g

GZITIC HUALING HOLDINGS LIMITED| ALTVAL REPOT R

13




nqmnﬁﬁmIMEmm
HESRE
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(LABE BB )

The directors submit their report together with the audited accounts of GZITIC
Hualing Holdings Limited ("the Company”) and its subsidiaries (herein after
collectively referred to as the "Group ") for the year ended 31 December
2002.

Principal activities and gecgraphical analysis of
operations

The principal activ'ty of the Company is investment holding. The principal

activities of the subsidiaries are set out in Note 14 to the accounts.

An analysis of the Group’s performance for the year by business and

geographical segments is set out in Note 3 to the accounts.
Results and appropriations

The results of the Group for the year are set out in the consolidated profit

and loss account on page 25.
The directors do not recommend the payment of a dividend.
Reserves

Movements in reserves of the Group and of the Company during the year

are set out in Note 25 to the account.
Property, plant and equipment

Details of the movements in property, plant and equipment of the Group are

set out in Note 13 to the accounts.
Principal properties

Details of the principal properties held for investment purposes are set out

in Note 13 to the accounts.
Share capital

Details of the movements in share capital of the Company are set out in

Note 24 to the accounts.
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Distributable reserves

At 31 December 2002, the Company had no reserves available for distribution
to its shareholders {(2001: Nil).

Pre-emptive rights

There is no provision for pre-emptive rights under the Company’s by-laws

and there was no restriction against such rights under the faws of Hong Kong.
Five years financial summary

A summary of the results and of the assets and liabilities of the Group for

the last five financial years is set out on page 70.
Purchase, sale or redemption of securities

The Company has not redeemed any of its shares during the year. Neither
the Company nor any of its subsidiaries has purchased or sold any of the

Company's shares during the year.
Share options

Pursuant to the Company's share option scheme dated 26 November 1993,
the Company, for incentive purpose, is authorized to grant options to executive
directors and employees of the Group to subscribe for shares in the Company,
subject to a maximum of (i) 20% of the issued share capital of the Company
in issue as at 25 June, 1999 plus (i) the nominal amount of share capital of
the company repurchased by the Company subseguent to the amendments
up to a maximum equivalent of 10% of the aggregate nominal amount of the
share capital of the Company in issue, excluding shares issued on exercise
of options. The subscription price would be determined by the directors, and
would not be less than the higher of the nominal value of the shares and
80% of the average of the closing prices of the shares quoted on The Stock
Exchange of Hong Kong Limited on the five trading days immediately
preceding the date of offer of the option. There is no limit as to the number
of shares in respect of which options may be granted under the scheme to
any one participant. The terms of the scheme provide that an option may be
exercised under the scheme at any time during the period commencing on

the date upon which such option is deemed to be granted and accepted.
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(Expressed in Hong Kong dollars)

(BB RER)

Details of the share cptions outstanding as at 31 December 2002 which have

RIFEF_FE+_A=+—H BEFE2HZLEN

been granted under the scheme are as follows: RITRZBEREFEOT
Options Options Options Lapsed/ Options
held at 1 granted  exercised cancelled held at 31 Exercise
January during during during December price Exercisable  Exercisable
Name 2002 the year the year the year 2002 HKS  Grant date from until
Bhese BREEA BREEE BREZE  BREHE
#2002 £RQ FR ER R20025F 188 &8 184
£ 1818 B & KWEE  12ANA AL RLAE # z
ZHANG Xin Hua, director ~ R EES 800,000 — — — 800,000 0.930  30/9/1997  30/9/1997  30/9/2007
L0 Wing Sang, Vincent,
director BREER 2,000,000 - — — 2,000,000 0.244  17/2/2000  17/2/2000  17/2/2010
1,000,000 - — — 1,000,000 0.21 5/1/2000 5/7/2000 4172010
CHAN Wai Dune,directar ~ B#5ES 2,000,000 - — — 2,000,000 0244 17/2/2000  17/2/2000  17/2/2010
1,000,000 - - — 1,000,000 0.211 5/7/2000 5/7/2000 4{7/2010
Employees E8 300,000 — 1300,000) - - 0.244  17/2/2000  17/2/2000  17/2/2010
480,000 - {160,000 - 320,000 0.211 5/712000 5/7/2000 44712010
900,000 - {900,000) — - 0.225 3/3/2000 3/3/2000 3/3/2010
Others ) 2,000,000 - - {2,000,000) - 0.930  30/911997  30/9/1997  30/9/2007
10,480,000 — (1,360,000 {2,000,000) 7,120,000
* Exercise date was 17 January 2002 and 31 July 2002 respectively. At the date * TEBSINAE-EE_F-R++tBR-_FE_F+

before the option were exercised, the market value per share was HK$0.34 and

HK$0.22 respectively.

:
/

o
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Directors
The directors during the year were:

CHEN Xiao Shi {Chairman)

LIANG Wei Wen

LIANG Bao Ping

YE Zhen Wen

CHEN Hui (resigned on 5 December 2002}
LIU Xi Bo*(resigned on 13 May 2002)
ZHANG Xin Hua*

CHEN Yu Hang*

NG Cheong Lam* {resigned on 2 January 2002)
LO Wing Sang, Vincent**

CHAN Wai Dune**

LAM Ming Yung**

* Non-executive Directors

** independent Non-executive Directors

In accordance with Article 91 of the Company's Articles of Association, Mr.
Liang Wei Wen, Mr. Lam Ming Yung and Mr. Chen Yu Hang retire by rotation

and, being eligible, affer themselves for re-election.

Directors’ service contracts

None of the directors who are proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company which is
not determinable within one year without payment of compensation, other

than statutory compensation.
Directors’ interests in contracts

No contracts of significance in relation to the Group’s business to which the
Company, its fellow subsidiaries or its holding company was a party and in
which a director of the Company had a material interest, whether directly or

indirectly, subsisted at the end of the year or at any time during the year,

Biographical details of directors and senior
management

Brief biographical details of directors and senior management are set out on
page 14.
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Directors’ interests in equity or debt securities %%%Eﬁﬁ%%ﬁ%ﬁ%%%Z%
At 31 December 2002, the interests of the directors in the shares and options

RIFE-F+ZA=1+—A8 BREFIEEREH B
Securities (Disclosure of Interests) Ordinance (“SDI ordinance”)), as recorded TREZS) 1G5 ([REBREEIENI) %:‘H‘LﬂxﬁEZ%%E
e B AR EE BN SBEEEART
HEHzEE (BERERK 5*&2&%)2%%&%%&%

of the Company and its associated corporations {within the meaning of the

in the register maintained by the Company under Section 29 of the SDI

Qrdinance or as notified to the Company were as follows:

T
Number of shares
Rin g8

Personal  ° Family Corporate Other
interests interests interests interests Total
EARZE REER EEREE HEfhiEs EH
CHEN Xiao Shi A= 2,800,000 — — — 2,800,000
LIANG Wei Wen RIEY 2,100,000 — — — 2,100,000
LIANG Bao Ping RART 1,000,000 — — — 1,000,000
YE Zhen Wen EBEX 500,000 — — — 500,000
ZHANG Xin Hua REE 1,600,000 — — — 1,600,000

Options
R

As at 1 As at 31
January December
2002 Exercised 2002
RZEETCF R-EEZF
—A—H 1E +-A=+—H
ZHANG Xin Hua SRETEE 800,000 — 800,000
LC Wing Sang, Vincent BEE 3,000,000 — 3,000,000
CHAN Wai Dune g2 3,000,000 — 3,000,000

Share options are granted to directors under the share option scheme dated

26 November 1933. Refer details under Share Options above.

Other than as disclosed above, at no time during the year, the directors
{including their spouse and children under 18 years of age) had any interest
in, or had been granted, or exercised, any rights to subscribe for shares of
the Company and its associated corporations (within the meaning of the SDI
Ordinance).

Other than as disclosed above, at no time during the year was the Company,
its fellow subsidiaries or its holding company, a party to any arrangement to
enable the directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other body

f?
corporate. /
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Substantial shareholders

The register of substantial shareholders maintained under section 16(1) of
the SDI Ordinance shows that as at 31 December 2002, the Company had
been notified of the following substantial shareholders’ interests, being 10%
or more of the Company’s issued share capital. These interests are in addition

to those disclosed above in respect of the directors.

(Expressed in Hong Kong dollars)
GAEEREN)

FERR

BREES (BEED KASTR()EMREZEE
BREBLEM BFIR-EF_F+_A=+—BARQ
SOEETIREALFEBITREAT S 2T UL
EARBBEZBRA  HEHRTREERULEEZE
BIERA -

Number of Percentage of
Name of shareholder shares held shareholding
BREEE ERE FRRZ LB
Guangzhou International Trust and
Investment Corporation (“GZITIC") BEMBERERRERAT (TEMERED 670,076,808* 48.5%
Guangzhou Baiyun Agriculture Industry
& Commerce Corporation ENBELEAZEIHES LR 162,960,000 11.8%
- 580,076,808 shares were pledged as share mortgage in exchange for a loan facility * HAP590,076,80883 2 BEMISFEERAREER - BARX

of US$20,000,000 to GZITIC and were registered under the name of Bright Asia

Assets Ltd., a nominee shareholder of the lender.
Management contracts

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or
existed during the year.

Major customers and suppliers

During the year, the Group purchased less than 30% of its goods and services
from its 5 largest suppliers and sold less than 30% of its goods and services
to its 5 largest customers.

Connected transactions

(a) Significant related party transactions entered by the Group during the
year ended 31 December 2002, which constitute connected
transactions under the Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited (" Listing Rules”}, are

disclosed in Note 29 to the accounts.

(b) Other related party transactions, which also constitute connected
transactions under the listing rules, required to be disclosed in
accordance with Chapter 14 of the Listing Rules, are as follows:

In 2002, Hualing Refrigerant Engineering Limited, a wholly owned
subsidiary of the Company, purchased certain machinery and
equipment of approximately US$1,471,000 {(equivalent to
HK$11,474,000) from Xian East Machinery & Electrical {(Group) Co.,
Ltd, one of the investors of Xian Dongling Refrigerating Compressors
Co., Ltd. ("Xian Dongling"), an associated company of the Group. The
purchased machinery and equipment were used as an additional

investment in Xian Dongling.
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(Expressed in Hong Kong dollars)
(BB BB

Compliance with the Code of Best Practice of the
Listing Rules

Throughout the year, the Company was in compliance with the Code of Best
Practice as set out in the Listing Rules except that no independent non-
executive directors are not appointed for a specific term as they are subject
to retirement by rotation and re-election at the Annual General Meeting of
the Company in accordance with the provisions of the Company’s Articles of

Association.
Audit Committee

The written terms of reference which describe the authority and duties of
the Audit Committee were prepared and adopted with reference to “A Guide
for The Formation of An Audit Committee” published by the Hong Kong Society

of Accountants.

The Audit Commitiee provides an important link between the Board and the
Company's auditors in matters coming within the scope of the group audit. It
also reviews the effectiveness of both the external and internal audit and of
interna! controls and risk evaluation. The Committee comprises two
independent non-sxecutive directors, namely Mr. Chan Wai Dune and Mr.
Lam Ming Yung and one non-executive director, namely Mr. Zhang Xin Hua.

Two meetings were held during the current financial year.
Directors’ interest in competing business

At 31 December 2002, none of the directors of the Company has interest in
competing businesses required to be disclosed pursuant to paragraph 8.10(2)

of the Listing Rules.
Auditors

The accounts have been audited by PricewaterhouseCoopers (having
previously been appointed by the Board to fill the casual vacancy arising by
reason of the resignation of Arthur Andersen & Co in June 2002) who retire

and, being eligible, offer themselves for re-appointment.

On behalf of the Board

CHEN Xiao Shi
Chairman
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PRICEWATERHOUSE(COPERS

B RAKE GG F A

AUDITORS' REPORT TOTHE SHAREHOLDERS OF
GZITIC HUALING HOLDINGS LIMITED

{Incorporated in Hong Kong with limited liability)

We have audited the accounts on pages 25 to 69 which have been prepared

in accordance with accounting principles generally accepted in Hong Kong.
Respective responsibilities of directors and auditors

The Hong Kong Companies Ordinance requires the directars 1o prepare
accounts which give a true and fair view. In preparing accounts which give a
true and fair view it is fundamental that appropriate accounting policies are

selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on

those accounts and to report our opinion to you.
Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards
issued by the Hong Kong Society of Accountants. An audit includes
examination, on a test basis, of evidence relevant to the amounts and
disclosures in the accounts. 1t also includes an assessment of the significant
estimates and judgments made by the directors in the preparation of the
accounts, and of whether the accounting policies are appropriate to the
circumstances of the company and the Group, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance as to whether the accounts
are free from material misstatement. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the accounts. We

believe that our audit provides a reasonable basis for our opinion.

PricewaterhouseCoopers
22nd Floor Prince’s Building
Central Hong Kong
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Fundamental uncertainty

In forming our opinion, we have considered the adequacy of the disclosures
made in Note 1 to the accounts concerning the adoption of the going concern
basis for the preparation of the accounts. As detailed in Note 1 to the accounts,
the Group incurred a consolidated net loss attributable to the shareholders
of HK$250,359,000 for the year ended 31 December 2002 and had net current
liabilities of HK$301,601,000 as of 31 December 2002. The Group largely
finances its day to day working capital requirements using short-term bank
loans. As disclosed in Note 22 to the accounts, its bank loans are due for
repayment in 2003. The Group is currently negotiating with its bankers to roll
over these loans and/or to extend their repayment terms and for additional
financing to meet its estimated needs. Bank loans of approximately
RMB218,484,000 outstanding as at 31 December 2002 have subseguently
been rolled over for a further year and no loan facilities have been withdrawn
by the banks since that date. At the same time, the Group is taking steps to

improve the profitability and cashflows of its operations.

The audited accounts have been prepared on a going concern basis, the
validity of which depends upon the success of the measures to improve
profitability and cashflows, the successful renewal and/or extension of the
short-term bank loans or alternatively the availability of financing from other
sources, and the availability of additional financing. The audited accounts do
not include any adjustments that would result should the Group fail to continue
to operate as a going concern. Details of the circumstances relating to this
fundamental uncertainty are described in Note 1 to the accounts. We consider
that appropriate disclosures of the fundamental uncertainty have been made

in the audited accounts and our opinion is not qualified in this respect.
Opinion

In our opinion the accounts give a true and fair view of the state of affairs of
the company and of the Group as at 31 December 2002 and of the Group's

loss and cash flows for the year then ended and have been properly prepared

in accordance with the Hong Kong Companies QOrdinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 16 April 2003
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For the year ended 31 December 2002 BE-—FB -_F+-A=+-BUEH

2002 2001
Note HK$'000 HK$'000
fiogz3 EBFT BBTT
{Note 31)
(P 5E31)
Turnover BEE 3 1,261,072 1,650,988
Cost of sales ERHERSN {1,093,402) {1,216,590)
Gross profit EX 167,670 434,398
Other revenue H g A 4 13,760 32,848
Other operating expenses Hgemx (1,570) (2,784)
Distribution costs DEZH (207,790) (244,776)
Administrative expenses T (171,892) (148,543)
Operating (loss}/profit e (BR) BN 5 {199,822) 73,143
Finance costs, net HEER  FE 6 (33,398) (36,613)
Share of {loss)/profit of
associated companies FEARER 2 DB (F518) /B 15 (6,663) 70
(Loss)/Profit before taxation BREAT (58, BF| {239,883) 36,600
Taxation iR 7 {3.237) {13,689)
Net (loss)/profit after taxation BRERE(ER B (243,120} 22,911
Minority interests DEBRRER (7,239 (12,152
{Loss)/Profit attributable to
shareholders B G (58 BF 8 (250,359) 10,759
Dividends Az 2 9 — —
Basic (loss)/earnings per share BRER (BB B 10 HK$(18.1)cents HK$0.8 cents
Dilutéd {loss)/earnings per share FhEE (58 8T 10 HK${18.1)cents HK$0.8 cents

| GZITIC HUALING HOLDINGS LIMITED =71




As at 31 December 2002 B

2002 2001
Note HK$'000 HK$'000
B BT BT T
{Note 31)
(T EE31)
Non-current assets ERBEE
Intangible assets EWEE 12 10,816 11,833
Property, plant and equipment mE - BmERE 13 769,662 761,034
Interests in asscciated companies R NE 15 30,260 25,596
Other non-current assets EMIERDEE 2,449 1,577
812,987 800,040
Current assets REEE
Inventories L=~ 1 16 396,596 635,241
Due from related companies FEURRE B 3] 29 593 3,034
Trade and other receivables B REMEYR 17 249,054 385,035
Prepaid value-added tax RTIEER 18 42,818 24,244
Bank balances and cash RITEBRRR S 26 174,262 187,039
863,323 1,234,593
Current liabilities mEAaE
Due to related companies e R D A 29 18,320 18,879
Trade and other payables BHRAEMEBNR 19 612,804 673,219
Taxes payable FERTRHIR 20 25,814 52,759
Provisions for warranty EXREZRE 21 16,110 7.930
Short-term bank loans RERITIER 22 491,876 518,574
Other short-term borrowings EmEEER 22 — 30,000
1,164,924 1,302,361
Net current liabilities RBABFE (301,601) (67,768)
Total assets less current liabilities BEBERRDAE 511,386 732,272
Non-current liabilities FRBEE
Long-term bank loans RERITER 22 38,592 16,500
38,692 16,500
Minority interests DSEAREE R 41,334 34,095
431,460 681,677
Financed by: ER2RR :
Share capital AR R 24 138,188 138,052
Reserves e 25 293,272 543,625
Shareholders’ funds ARmiER 431,460 681,677
CHEMN Xiao Shi LIANG Wei Wen R REX
Director Director EFE EE

GZITIC HUALING HOLDINGS LIMITED
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2002 2001
Note HK$'000 HK$'000
Kt BETT EBETT
(Note 31)
(MisE31)
Non-current assets FEREBEE
Property, plant and equipment ME  BERSRE 13 524 714
Interests in subsidiaries R BLAR S 14 359,680 621,743
360,204 622,457
Current assets MEBEE
Due from related companies FEUR B 1 &) 29 — 41
Trade and other receivables B 5 R E i BB ER 17 445 467
Bank balances and cash RITHEHRERS 15,239 43,318
15,684 43,826
Current liabilities mERE
Due to related companies JE 15 BAES: 2 &) 29 2,553 2,510
Trade and other payables BH R EMERNK 19 8,007 7,087
Other short-term borrowing EmEBER 22 — 30,000
10,560 39,597
Net current assets MEEEFE 5,124 4,229
Total assets less current liabilities BEEBRERTDAEG 365,328 626,686
Financed by: B WIR
Share capital EEe 24 138,188 138,052
Reserves ®HE 25 227,140 488,634
365,328 626,686
CHEN Xiao Shi LIANG Wei Wen BhAa 2B
Director Director S BE

ljZIﬂC HUALING HOLDINGS LIMITED :




2002 2001

Note HK$'000 HK$'000

Hiax EETT EETT

(Note 31)

(Hf3E31)

Total equity as at 1 January FYBERIESEEH 681,677 601,086

Deficit on revaluation of properties ERVERR — (13,000)
Exchange differences arising on BEEINBATR
translation of the financial BE LR BRRE

statements of foreign subsidiaries CEHER

and associated companies 25 (158) —

681,519 588,086

(Loss)/Profit attributable to shareholders EFEIREFES (BR) /A 25 (250,359 10,759

Issue of shares BT 25 309 84,848

Share issue expenses BRIHEITER 25 (9) (2,018)

Total equity as at 31 December FECERERESE 431,460 681,677

GZITIC HUALING HOLDINGS LIMITED




For the year ended 31 December 2002 EZE =

PoET-A=t-ALER

2002 2001
Note HK$ 000 HK$'000
liog BETT AW
(Note 31)
(P5E31)
Net cash inflow (outflow) from
operating activities BEEHIBERAGRL) FE 26(a) 122,276 (8,728)
Investing activities BEES
Purchases of property, plant and BEME -
equipment HMERREE {73,788) (48,132)
Decrease in pledged bank deposits CEBROTFFRD — 23,178
Acquisition of subsidiary WEEHT B AR - 834
Increase in investments in
associated company RAREE L EE 26(d) (1,113) (2,532)
Increase in construction-in-progress EEITEEN (28,326) {75,979)
Increase in intangible assets L EEEM — (6,508}
(Decrease) increase in other
non-current assets Hi3ERE EE (fi) Em (872) 16,204
Dividend Received Y B AR Y 326 —
Net cash outflow from investing
activities REZDEEZRETHFE {103,773} {92,933}
Financing activities HEEH
issue of ordinary shares BITEBR 309 84,848
Share issue expenses BITROER (9) (2,016}
Proceeds from bank loans HIBERITER 533,986 61,144
Repayment of bank loans RIBRITER {538,592) (66,472)
Proceeds from other short-term
borrowings FIEEMEEHER — 30,000
Repayment of other short-term
borrowings BEHEMEBRER (30,000) —
Receipt of government subsidies W ER B AT A B 3,026 9,829
Net cash {outflow) inflow from BEEBH2RES
financing activities (RE)mAFERE 28(c) (31,280) 117,333
{Decrease) Increase in bank balances
and cash R REBTFRCRL) E (12,777) 15,672
Bank balances and cash,
beginning of year FNREBB/AIFR 187,039 171,367
Bank balances and cash,
end of year FRBEERBITER 28(b) 174,262 187,039

LGZITIC HUALING HOLDINGS LIMITED




Basis of preparation

Although the Group incurred a consolidated net loss attributable to
the shareholders of HK$250,359,000 for the year ended 31 December
2002, and had net current liabilities of HK$301,601,000 as at 31
December 2002, the going concern basis has been adopted by the
Directors in the preparation of these accounts after considering the

following:

{a) The adoption of various measures to improve the Group's
operational performance, including expansion into new markets

and the implementation of cost controls.

(b) As disclosed in Note 22 to the accounts, the bank loans, with
which the Group largely finances its day to day working capital
requirements, are due for repayment in 2003. The Group is
currently negotiating with its bankers to roll over these loans
and/or to extend their repayment terms and for additional
financing to meet its estimated needs. Bank loans of
approximately RMB218,484,000 outstanding as at 31 December
2002, which matured before the date of approval of these
accounts, have subsequently been rolled over for a further year
and no loan facilities have been withdrawn by the banks during

this same period.

(c) The Group is actively exploring the availability of alternative
sources of financing should its negotiations with its current

bankers not be fully successful.
Principal accounting policies

The accounts have been prepared in accordance with accounting
principles generally accepted in Hong Kong and comply with accounting
standards issued by the Hong Kong Society of Accountants ("HKSA").
They have been prepared under the historical cost convention except
that, as disclosed in the accounting policies below, certain property,

plant and equipment are stated at fair value.

in the current year, the Group adopted the following Statements of
Standard Accounting Practice ("SSAPs”) issued by the HKSA which
are effective for accounting periods commencing on or after 1 January
2002:

SSAP1 (revised): Presentaticn of financial statements
SSAP11 (revised): Fareign currency translation
SSAP15 (revised): Cash flow statements

SSAP33: Discontinuing operations

SSAP34 (revised): Employee benefits

The adoption of the above revised SSAPs had no material effect on

amounts reported in prior year.
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Principal accounting policies conta)

(a)

Group accounting

{i}

(ii)

Consolidation

The consolidated accounts include the accounts of the

company and its subsidiaries made up to 31 December.

Subsidiaries are those entities in which the Group controls
the composition of the board of directors, controls more
than half of the voting power or holds more than half of

the issued share capital.

Ali significant intercompany transactions and balances

within the Group are eliminated on consolidation.

Minority interests represent the interests of outside
shareholders in the operating results and net assets of

subsidiaries.

In the company’'s balance sheet the investments in
subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries are
accounted for by the company on the basis of dividends

received and receivable.

Associated companies

An associated company is a company, not being a
subsidiary, in which an equity interest is held for long-
term and significant influence is exercised in its

management.

The consolidated profit and loss account includes the
Group's share of the results of associated companies for
the year, and the consolidated balance sheet includes the
Group's share of the net assets of the associated
companies and also goodwill/negative goodwill {(net of

accumulated amortization) on acquisition

Equity accounting is discontinued when the carrying
amount of the investment in an associated company
reaches zero, unless the Group has incurred cbligations
or guaranteed obligations in respect of the associated
company.

2

FESHHEE W@

gOgs

{a)

{i)

(ii}

FEkHE

FABREBREALARREMEBAT
BHE+ZA=Z+—BHILZKE -

WBLEEEEEHEEE A
K- ESEBEEERERSRE
FEBITREZAR

EFEABARELZHB LT
A lBE N B RS ERE
EFALINAGERERA -

MAERERNRREZERR S R
HENGERA B - PBAR
S RRE AN B AR 2%
RERARESETHEE ES -

EALDEZAERERA  WER
B2 REURAENRRESRE
BAE - FRREMBARIZ RS
ok REREEAE-

BEAT
BELERMBRTIAN Eﬁﬁﬁf
HipR YHHEEEARE

GLEERBEREEEHE R
ZAFEFRE  MHELIAEAER
AIBEEEEEBERRZEES
EREBELzAS AEE @
BREEE) -

EMEORZREREEC 2BH
i ETERAREEINE B
SURZBE QA D ELRERA
ER A -

LGZITIC HUALING HOLDINGS LIMITED




2

Principal accounting policies (conta)

{a} Group accounting (Cont'd)

{iii}

Translation of foreign currencies

Transactions in foreign currencies are translated at
exchange rates ruling at the transaction dates, Monetary
assets and liabilities expressed in foreign currencies at
the balance sheet date are translated at rates of exchange
ruling at the balance sheet date. Exchange differences

are dealt with in the profit and loss account.

The balance sheet of subsidiaries and associated
companies expressed in foreign currencies are translated
at the rates of exchange ruling at the balance sheet date
whilst the profit and loss is transiated at an average rate.
Exchange differences arising in these cases are dealt with

as a movement in reserves.

(b) Intangible assets

(i)

(i)

Goodwill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group’s share of the
net assets of the acquired subsidiary at the date of

acquisition.

Goodwill on acquisitions that occurred prior to 1 January
2001 was eliminated against reserves. Any impairment
arising on such goodwill is accounted for in the

consalidated profit and loss account.

Goodwill on acquisitions occurring on or after 1 January
2001 is included in intangible assets and is amortized
using the straight-line method over its estimated useful

life.

Taxi licenses

Expenditure on acquired taxi licenses is capitalized and
amortized using the straight-line method aver their useful
lives, but not exceeding 20 years. Taxi licenses are not
revalued as there is no active market for these assets.

e 7| GZITIC HUALING HOLDINGS LIMITED
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Principal accounting policies (contu

(b)

(e)

Intangible assets (Cont'd)

(iii)

(iv)

Research and development costs

Research costs are expensed as incurred. Costs incurred
on development projects relating to the design and testing
of new or improved products are recognized as an
intangible asset where the technical feasibility and
intention of completing the product under development
has been demonstrated and the resources are available
to do so, costs are identifiable and there is an ability to
sell or use the asset that will generate probable future
economic benefits. Such development costs are
recognized as an asset and amortized on a straight-line
basis over a period of not more than 5 years to reflect
the pattern in which the related economic benefits are
recognized. Development costs that do not meet the
above criteria are expensed as incurred. Development
costs previously recognized as an expense are not

recognized as an asset in the subsequent period.
Impairment of intangible assets

Where an indication of impairment exists, the carrying
amount of any intangible asset, including goodwili
previously written off against reserves, is assessed and
written down immediately to its recoverable amount. Such
impairment loss is recognized in the consolidated profit

and loss account.

Property, plant and equipment

(i)

Investment properties

Investment properties are interests in land and buildings
in respect of which construction work and development
have been completed and which are held for their
investment potential, any rental income being negotiated
at arm’s length.

Investment properties are valued at intervals of not more
than three years by independent valuers. The valuations
are on an open market value basis related to individual
properties and separate values are not attributed to land
and buildings. The valuations are incorporated in the
annual accounts. Increases in valuation are credited to
the investment properties revaluation reserve. Decreases
in valuation are first set off against increases on earlier
valuations on a portfolio basis and thereafter are debited
10 operating profit. Any subsequent increases are credited

to operating profit up to the amount previcusly debited.
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2 Principal accounting policies (conta)

{c) Property, plant and equipment (Cont'd)

(i)

(ii)

(iii)

Investment properties (Cont'd)

Upon the disposal of an investment property, the relevant
portion of the revaluation reserve realized in respect of
previous valuations is released from the investment
properties revaluation reserve to the consolidated profit

and loss account.

Construction-in-progress

Construction-in-progress represents plant and properties
under construction and is stated as cost less accumulated
impairment losses. This includes cost of construction,
plant and equipment and other direct costs {plus
borrowing costs which include interest charges and
exchange differences arising from foreign currency
borrowings used to finance these projects during the
construction period, to the extent these are regarded as

an adjustment to interest costs.)

Construction-in-progress is not depreciated until such time
as the assets are completed and ready for their intended

use.

Other property, plant and equipment

Property, plant and equipment, other than investment
properties and construction in progress, are stated at cost
less accumulated depreciation and accumulated
impairment losses. The cost of an asset comprises its
purchase price and any directly attributable costs of
bringing the asset to its working condition and location
for its intended use. Expenditures incurred after the
property, plant and equipment have been put into
operation, such as repairs and maintenance and overhaul
costs, are normally charged to the consolidated profit and
loss account in the period in which they are incurred. In
situations where it can be clearly demonstrated that the
expenditures have resulted in an increase in the future
economic benefits expected to be obtained from the use
of the property, plant and equipment, the expenditures
are capitalized as additional costs of the property, plant

and equipment.
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2

Principal accounting policies (conta)

(c)

Property, plant and equipment (Cont'd)

(iv)

Depreciation

Investment properties held on leases with unexpired
periods of 20 years or less are depreciated over the

remaining portion of the leases.

Leasehold land of other property, plant and equipment is
depreciated over the period of the lease while other
property, plant and eguipment are depreciated at rates
sufficient to write off their cost less accumulated
impairment losses over their estimated useful lives on a
straight-line basis after taking into account of the

estimated residual value.

During the year, the Group changed its accounting
estimates on the useful lives of certain property, plant

and equipment. The expected useful lives as follow:

Estimated useful
lives as at
31 December 2002

Land use right 50 years
10 years to 30 years

10 years to 20 years

Building

Plant and machinery

Furniture, fixture and
electronic equipment

Motor vehicles

5 years to 10 years
5 years to 10 years

Computer eguipment 5 years

Moulds and other

equipment 2 years to 10 years
The Group estimated that the impact on the change in
the useful lives of those property, plant and equipment
to the consolidated profit and loss accounts would be a
decrease of depreciation expenses of approximately
HK$2,634,000 in 2002. The change was made to better
reflect how the relevant asset is expected to be used
over time, and to provide a better matching of revenues

and expenses.
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2 Principal accounting policies (conta)

Property, plant and equipment (Cont'd)

{v)

Impairment and gain or loss on sale

At each balance sheet date, both internal and external
sources of information are considered to assess whether
there is any indication that assets included construction-
in-progress and other property, plant and equipment are
impaired. If any such indication exists, the recoverable
amount of the asset is estimated and where relevant, an
impairment loss is recognized to reduce the asset to its
recoverable amount. Such impairment losses are
recognized in the consolidated profit and loss account
except where the asset is carried at valuation and the
impairment loss does not exceed the revaluation surplus
for that same asset, in which case it is treated as a

revaluation decrease,

The gain or loss on disposal of a property, plant and
equipment other than investment properties and
construction-in-progress is the difference between the net
sales proceeds and the carrying amount of the relevant
asset, and is recognized in the consolidated profit and
loss account. Any revaluation reserve balance remaining
attributable to the relevant asset is transferred to
accumulated deficit and is shown as a movement in

reserves.

Operating leases

Leases where substantially alt the risks and rewards of

ownership of assets remain with the leasing company are

accounted for as operating leases. Payments made under

operating leases net of any incentives received from the leasing

company are charged to the consolidated profit and loss account

on a straight-line basis over the lease periods.

GZITIC HUALING HOLDINGS LIMITED
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Principal accounting policies (conta

(e)

\]

(g)

(h)

Inventories

Inventories comprise stocks and work in progress and are stated
at the lower of cost and net realizable value. Cost, calculated on
the first-in, first-out basis, comprises materials, direct labour
and an appropriate proportion of all production overhead
expenditure. Net realizable value is determined on the basis of

anticipated sales proceeds less estimated selling expenses.

Trade receivables

Provision is made against trade receivables to the extent they
are considered to be doubtful. Trade receivables in the

consolidated balance sheet are stated net of such provision.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at
cost. For the purposes of the cash flow statement, cash and

cash equivalents comprise cash on hand and cash at banks.

Provisions for warranty

Provisions are recognized when the Group has a present legal
or constructive obligation as a result of past events, itis probable
that an outflow of resources will be required to settle the

obligation, and a reliable estimate of the amount can be made.

The Group recognizes a provision for repairs or replacement of
products still under warranty period at the balance sheet date.
This provision is calculated based on past history of the level of

repairs and replacements.
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Principal accounting policies conta)

(i)

(i

(k)

Employee henefits

(i) Retirement henefits obligation

The Group has arranged for its Hong Kong employees to
join the Mandatory Provident Fund Scheme (the "MPF
Scheme”}, a defined contribution scheme managed by
an independent trustee. The Group’'s subsidiaries
incorporated in Mainland China make contributions to a
state-sponsored defined contribution scheme for the
Group's local staff on @ monthly basis pursuant to PRC
laws and relevant regulations issued by local social

security authorities.

The Group's contributions to the defined contribution

retirement scheme are expensed as incurred.

(ii}  Equity compensation benefits

Share options are granted to directors and employees.
No compensation cost is recognized upon the granting
of options. When the options are exercised, the proceeds
received net of any transaction costs are credited to share

capital and share premium.

Deferred taxation

Deferred taxation is provided under the tiability methed, in
respect of the timing differences between profit as computed
for taxation purposes and profit as stated in the consolidated
accounts to the extent that it is probable that a liability or asset

will crystalise.

Contingent liabilities and contingent assets

A contingent fiability is a possible obligation that arises from
past events and whose existence will only be confirmed by the
occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Group. It can also be
a present obligation arising from past events that is not
recognized because it is not probable that outflow of economic
resources will be required or the amount of obligation cannot

be measured reliably.
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Principal accounting policies conta

{k)

n

(m)

Contingent liabilities and contingent assets (Cont'd)

A contingent liability is not recognized but is disclosed in the
notes to the accounts. When a change in the probability of an
outflow occurs so that outflow is probable, they will then be

recognized as a provision.

A contingent asset is a possible asset that arises from past
events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain events

not wholly within the control of the Group.

Contingent assets are not recognized but are disclosed in the
notes to the accounts when an inflow of economic benefits is

probable. When inflow is virtually certain, an asset is recognized.
Revenue recognition

Revenue from the sale of goods is recognized on the transfer of
risks and rewards of ownership, which generally coincides with
the time when the goods are delivered to customers and title

has passed.

Interest income is recognized on a time proportion basis, taking
into account the principal amounts outstanding and the interest

rates applicable.

Operating lease rental income is recognized on a straight-line
basis over the terms of the lease.

Subsidy income is recognized upon receipt from the relevant

granting authorities.
Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or

sale are capitalized as part of the cost of that asset.

All other borrowing costs are charged to the consolidated profit

and loss account in the year in which they are incurred.

2

FESHHEw

(k)

{n

(m)

BFREMRAREE (5D

SRBETERER  EERERIME
FHE - BREBARERZAJEMNELD
AL RERER UWERERHE
URBE-

A BEERCREMFETMITRES
ZEE LEARRHE-RAZRE
HETHEA BER TR TS
PEHBLRREGETER -

RABEETEHER BRI
BENGHERAWEPRE - £2E
BEAWEEEMER  WERET R
BUBEE -

W ammE

HERHEREE R RDSHBE
#E - REFDARSHETEFRA
BREES -

FIBMARKBRABEREREERBERFE
WAL Bl EER -

REEEZEFWARBERRARE
BULHER ©

HWRWAR GBI R RERME T A

25
e

ER- G2

REZHEE FHRRFERREAE (X
AELARBRERESRNEREER
REHE)AMZERRA  HEAMR
BEZROIMAE -

FTEAREERESYRBEATERNES
GHEMRIHE -

LGZlTIC HUALING HOLDINGS LIMITED




2

Principal accounting policies (conta)
(n) Segment reporting

In accordance with the Group's internal financial reporting the
Group has determined that business segments be presented
as the primary reporting format and geographical as the

secondary reporting format.

Unallocated costs represent corporate expenses. Segment
assets consist primarily of intangible assets, property, plant and
equiprnent, inventories, receivables and bank balances and cash.
Segment liabilities comprise operating liabilities and exclude
items such as taxation and certain corporate borrowings. Capital
expenditure comprises additions to intangible assets and

property, plant and equipment.

In respect of geographical segment reporting, sales are based
on the countries in which the customers are located. Total assets

and capital expenditure are where the assets are located.
Turnover and segment information

The company is an investment holding company. The Group is principally
engaged in the manufacture and sale of household electrical appliances,
which include refrigerators, air-conditioners and mini-refrigerators.

Revenues recognized during the year are as follows:
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2002 2001
HK$'000 HK$'000
EETE BT

Turnover EER

Sales of refrigerators REEEE
Sales of air-conditioners THMIEE
Sales of mini-refrigerators NEUKFE S E
Others Hftb

GZITIC HUALING HOLDINGS LIMITED

314,400 283,624
745,207 1,138,884
201,465 228,240
— 240
1,261,072 1,650,988




3 Turnover and segment information conta)

Business segments

The Group is organized into three main business segments: SELCE"EBEFBEEBHE
Refrigerator business — manufacture and distribution of a TKESEE — HERSHEEZRR ZKE
broad range of refrigerators TRBEY — HERSHEIANZZSA
Airconditioner business — manufacture and distribution of a 1
broad range of air-conditioners NRUKFERER — RERSEEZENZNE
Mini-refrigerator business — manufacture and distribution of a KA

broad range of mini-refrigerators !

Other business of the Group mainly comprises holding of investment

SHAGEBZRAREREADERLANS
ERAE  MEQRKRETRUEBIIAER

properties and renting of cars and properties, neither of which are of a &
sufficient size to be reported separately.
Air- Mini-
Refrigerator conditioner refrigerator Other
business businass business businesses Elimination Group
N
KEER ZEER 3 BRER £H £0
2002 2002 2002 2002 2002 2002
HK$000 HKS000 HK$'000 HKS'000 HK$000 HK§'000
RETR BETR BEIT BETR BETR BETR
TURNOVER gﬁﬁ
Extemal sales HhEE 314,400 745,207 201,465 - - 1,261,072
Inter-segment sales FHEEE — - - - — —
Total turnover B ar] 314,400 745,207 201,465 — — 1,261,072 [
RESULTS %?ﬁ" '
Segment results 9%&%% {129,133} {64,272} 19,158 1,510 16,443) {179,183)
Unallocated costs RAERE (20,639)
Qperating l0ss HEEE (199,322}
Finance costs YBER (21,676) {18,117 {191 251) 8,839 {33,396}
Finance cost unallocated EARHBER 2)
Share of losses of o
associsted companies ElEENEE 6,663
Loss before taxation BABA 1239,883)
Taxation BB — {221} (2,677) {339 - (3,237)
Loss after taxation REER (243,120)
Minority interests PERFEER (7.239)
Loss attributable to 4
shareholders REEESR (250,359
Segment assels AREE 407,170 768,713 261517 13,975 - 1,451,375
Interests in associated o
companies HEQTES 30,260
Unallocated assets FORBE 194,675
Total assets BEE
Segment liabilities ﬁg{gﬁfﬁ 423,784 587,529 165,163 4,028 1,180,504
Unatiocated liabilities FAEER 23,012
Total liabilities 28E 1,203,516
Capital expenditures Rt 10,347 26,404 64,619 744 102,114
Depreciation Fig=3 34518 36,306 5,267 482 76,573
Amartization of intangible N
assets other than BEEN
goodwill BVRERH - — - 537 537
Amortization of goodwill BEZEE 680
Other non-cash expenses EhfRetRY
— (Writeback of] provision for ~ — FEERER
inventory obsolescence (BE) 1927 11,389 - - 10,462
— (Wirite-back of} provision
for doubtful receivablas — REERE (AE) 14,054 8,667 (20) - 22,701
— Impairment of property, —WE - BER
plant and equipment REZBEEE 8,321 — -~ — 8321




3 Turnover and segment information (conta) 3 EXERITFER#®

|
|
Air- | Mini-
|
|

Refrigerator conditioner refrigerator Other
business business business businesses Elimination Group
‘ It
KEER ZHER E3)) BEER g &8
2001 2001 2001 2001 2001 2001
HK$'000 HK$'000 HKE'000 HK$'000 HK§'000 HK$'000
BETT BETR BETR EETL EETL EETR
TURNOVER EEE
External sales EHONHE 283,624 1,138,884 228,240 240 — 1,650,988
Inter-segment sales SHEEE 1,484 632 — — (2,096) —
Total turnover ERBE 285,088 1,139,516 228,240 240 {2,096) 1,650,988
RESULTS &
Segment results DL (39,971) 111,895 28,282 1,123 (18,093) 83326
Unallocated costs FRALRA {10,093}
| el
Operating profit BERF 73,143
Finance costs HEEA (29,0201 {23,224) (1,228 51 16,508 (36,913)
Finance cost unallocated FNENBER 300
Share of profits less losses of
associated companies B EDRRF 70
Profit before taxation BABH 36,600
Taxation B (2,858) (10,822) - 9 {13,689)
Profit after taxation iE2 22,911
Minority interests LERERER {12,152)
Profit attributable to
shareholders RRELET 10,759
Segment assets DEALE 613,370 985,904 206,194 16,122 — 1,821,590
Interests in associates BanEEs 25,596
Unallocated assets RARAE 187,447
Total assets BEE 2,034,633
Segment liabilities SHBE 463,392 688,764 126,485 1,488 — 1,280,128
Unallocated liabilities AAEBE 38,732
Total liabilities eeE 1,318,861
Capitat expenditures AEAfESE 21,866 87,636 8,083 4,094 — 121,679
Depreciation e 29,155 31,094 4,207 594 — 65,050
Amortization of intangible BESHe
assets other than goodwill BNEESH 114 — 114
Amortization of goodwill BEBY 630
Other non-cash expenses HaERen g d
— (Write-back of} provision for o
inventory obsolescence — FEBRER (BE) 11,424 {2,458) - - — 8,966
— (Write-back of) provision .
for doubtful receivables — RIREH (BE) 2,027 {11,031 233 - — (8,771)
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3 Turnover and segment information (contd) 3 ERERIBER @

Geographical segments HE SR
The Group’s three business segments are operated in five main ER-HEESTEUTREFENEREE -
geographical areas: :
B A B — RABSHHERSH
Mainland China — manufacture and sale of household B — REERIH
electrical appliances TAMBE — RABHRIHE
Europe — sale of household electrical E — RABHEITH
appliances FEM — ZREBHSH
Asia-Pacific countries — sale of household electrical
appliances WESFEYEEELY - HHtRSSZH
America — sale of household electrical BEESMET -
appliances X
Africa — sale of household electrical FHEHSHESBBAONHEI L O 8KE !
appliances HESWWT
There are no sales between the geographical segments. Analysis of
financial information by geographical segment is as follows:
Analysis of sales of refrigerators into domestic sales in Mainland China
and export sales outside Mainland China by region is as follows: X
i
2002 2001
HK$'000 HK$'000

EETR EETT

Domestic sales Eilak=h= 272,562 265,881
Export sales TOHE
Europe BN 17,865 3,806
Asia-Pacific A 23,001 13,937
Africa JE M 352 —
America Pl 830 —
Total export sales HOERTE 41,848 17,743
Tota! &t 314,400 283,624
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3 Turnover and segment information cont

Analysis of sales of airconditioners into domestic sales in Mainland

China and export sales outside Mainland China by region as foliows:

ERERTHEE @

RUuEHSNETEEANHENM L ONER

EESHWT

2002 2001

HK$'000 HK$'000

BT BT T

Domestic sales ENEE 501,801 965,318
Export sales HOfe

Europe B 109,928 85,868

America EPl 69,137 39,579

Asia-Pacific YN 59,324 48,119

Africa IEM 5017 —

Total export sales HOHEREE 243,406 173,566

Total A&t 745,207 1,138,884

Analysis of sales of mini-refrigerators into domestic sales in Mainland

RIS 8 S EP BEATEEI O8N E

China and export sales outside Mainland China by region is as follows: TKFEEESTT ¢
2002 2001
HK$'000 HK$'000
BT T T
Domestic sales BRIEE 45,060 72,859

Export sales HOEE

Europe B 10,958 -
America M 47,808 75,433
Asia-Pacific 5K 95,248 79,942
Africa FEM 2,391 —
Total export sales HOEE@EE 156,405 155,381
Total = 201,465 228,240

No geographical segment analysis on total assets and capital

expenditure is prepared as over 90% of the Group's total assets and

capital expenditures were locatedfincurred in Mainland China.
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Other Revenue

4 EHWBERBWA

2002 2001
HK$'000 HK$'000
BT T BT
Rental income HAEWA 4,277 3,217 \
Less: outgoing in respect of the above rental income & : FEWRA ZKRE (209) (173) |
4,068 3,044 (
Write-back of provision for doubtful receivables RIEEHET — 8,771
Government subsidies BRI A 3,026 9,829
Sales of scrap materials BERIHE 5,261 8,320
Others Hit 1,405 2,884
13,760 32,848
. . — - 1em
Operating (loss)/profit 5ORE (B8 &R |
Operating {loss)/profit is stated after charging and crediting the FR (B8, /BB ARAKRTIER - ]
following: [
|
2002 2001 |
HK$'000 HK$'000 \
BET T BT {
Charging: k.
Cost of inventories FEERE 945,481 1,066,081
Staff costs including directors’ emoluments BREEENSEAZESES Y
(see Note 11) (RME+—) 89,212 85,494
Contributions to retirement scheme RIKEFBIER 8,323 6,791
Depreciation e 76,573 65,050
Amortization of intangible assets R EEEN
— Goodwill — HH 680 680
— Other intangible assets —EMEREE 537 114
Impairment of property, plant and equipment ME - BERJBZREER 8,321 —
Provision for doubtful trade receivables BIRBRZRIRESE 22,701 —
Provision for doubtful other receivables Hub WA Z RIEEE 10,376 —
Provision for inventory obsolescence TEBREH 10,462 8,966
Write down of inventery to net realizable value GEREEE — 10,620
Provision for warranty ERRELEE 18,137 10,122
Auditors’ remuneration ZEEN BN & 1,411 1,367
Operating leases rental for land and buildings T REFEERERSR 12,218 14,111
Net exchange loss BHFEK — 1,940
Research and development costs HERFAEER 10,224 3,471
Loss on disposal of property, plant and equipment HEYE - BERRBEX 8,312 2,172
Crediting: P
Net exchange gain &5 F e 3,433 —
Write back of provision for doubtful receivables RIFEBRD — 8,771
Reversal of write down of inventories TEBEEEEZD 5,043 —

LGZITIC HUALING HOLDINGS LIMITED
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| 6 Finance costs, net ¢ BIBER

2002 2001
HK$'000 HK$'000
BT EEFT
(Note 31)
‘ (W2237)
' Interest on short-term bank loans and overdrafts EHIRTERRET 2R E 39,205 43,281
Interest on other short-term borrowing HEMEBERTE — 2,056
Interest income F 28U A (7,216) (9,428)
Bank handl ng charges RITFER 1,409 704
|
’ 33,398 36,613
[’
l 7  Taxation 7 BiE
No Hong Keng profits tax has been provided as the Group did not have ERAEETERDIMNEREERNEHR K
J any assessable profit under Hong Kong profits tax. PRC enterprise A BT EREREREEREHESR - R
income tax has been calculated on the estimated assessable profit for CEMRERIEELAE 2B ERNANBERE
the year at the rates prevailing in the respective jurisdictions. HMZIMITHEITE o
~' 2002 2001
l HK$'000 HK$'000
AT T BT T
Enterprise income tax EMEH 3,237 13,688
There was no significant unprovided deferred taxation as at 31 RIEZE-F+=RA= CAEENEE
December 2002 {2001: Nil). ARERE URIE(:§7 —E FE) .

GZITIC HUALING HOLDINGS LIMITED




Loss attributable to shareholders

Of the Group's loss for the year, a loss of HK$261,658,000 (2001:
HK$13,118,000) has been dealt with in the accounts of the Company.

Dividends

The directors do not recommend the payment of a dividend for the
year ended 31st December 2002 (2001: Nil),

(Loss)/Earnings per share

The calculation of basic and diluted (loss)/earnings per share is based
on Group's loss attributable to shareholders of HK$250,359,000 (2001:
a profit of HK$10,759,000)

The basic (ioss)/earnings per share is based on the weighted average
of 1,381,727588 ordinary shares {(2001: 1,297519,287 shares) in issue
during the year.

The diluted (loss)/earnings per share is based on 1,383,094,294 ordinary
shares (2001: 1,300,472,306 shares) which is the weighted average
number of ordinary shares in issue during the year plus the weighted
average of 1,366,706 ordinary shares {2001: 2,953,019) deemed to be
issued at the agreed exercise prices as if all outstanding share options

had been exercised.

REREREE

RELEEEHEF -
#261,658,000C(=ZEF —F :
13,118,0007T) °

BE

SATARERE ZERRE
B

BE-SE -+ -_F=Z+—8LERR &
REYEERFEARE (ZFE—F: F) -

Bk (BER) &BF

FREAREE (5B BRAREREBRZR
RAELEFAEIB/E%250,359,000T (Z 8 —

= BR#E%10,759,0007L) 5 HE -

SREXR (BB BAIERENCETEBER
ZHNEEFEH81,381,727 588 (BB —F ¢
1,297,519,2870%) it & -

S (B518)  RBFRIR1,383,094,2948% (=
TT—4%:1,300,472,3060%) H@RMBEE B
FRNEZFTEBRZ METHE - M ERER
ERITEZ RREERBRELCTEMER
EEEBTZ MEFH1,366,706R (=
—% : 2,953,0198%) HRAREE -

|;GZITIC HUALING HOLDINGS LIMITED ¢




[ I Directors and senior management’s emoluments
(a) Directors’ emoluments (a)

FARLRMESINzHESEOT

The aggregate amounts of emoluments payable to directors of

the company during the year are as follows:

2002 2001
HK$'000 HK$'000
BEFT BB T T
Fees we 177 224
Other emcluments: HEiBie
Basic salaries, housing allowances, EXFE  BEERY -
other allowances and benefits in kind Hi R REYR = 4,405 4,380
Discretionary bonuses BB EMZEAL 82 —
Contributions to pension schemes for BES(RTES) (ELEZ
directors (and past directors) BIREHER 71 133
4,735 4,737

Benefit from share options exercised amounted to HK$140,000

EERITEZREREAE140,000T (=2

(2001: HK$20,805,000) was realized. T — & B%20,805,0007T)

Directors’ fees disclosed above include HK$150,000
(2001: HK$159,000) paid to independent non-executive directors.

THEBCEEMLREABYERNTESS
NZRBBE150,000L (Z BT —F B
159,00078) °

The emoluments of the directors fell within the following bands:

ZNTEEZHEERMT

Number of directors

BEEAH
Emolument bands ke =8l 2002 2001
HK$0 — HK$1,000,000 FEHE0TT - ¥5151,000,0007T 7 10

HK$1,000,001 — HK$1,500,000
HK$1,500,001 — HK$2,000,000
HK$2,000,001 — HK$2,500,000

None of the directors waived the right to receive emoluments

during the year.

7 #51,000,0017T - #&%51,500,0007T
7B #1,500,0017T - A& #2,000,000T
7 #2,000,0007T - #E#2,500,0007C

GZITIC HUALING HOLDINGS LIMITED
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|1 Directors and senior management’s emolumentscomsy |11 EZERSHREBAER & w

(b)

Five highest paid individuals by EUBREFEMAL

The five individuals whose emoluments were the highest in the AFEREERARTIEESHFRALICER
Group for the year include two (2001: three) directors whose Z2(ZTE-F  ZR)EE - HB&R
emoluments are reflected in the analysis presented above. The BEREXHIT - AH=2 (ZFF—F:
emoluments payable to the remaining three (2001: two) MB)EEHFALTZHEIFET

individuals during the year are as follows:

2002 2001
HK$'000 HK$'000
AETT BETT

Basic salaries, housing allowances, EXEE  BEERHM -
other allowances and benefits in kind HEiZE R EYH &S 5,551 5,017
Discretionary bonuses BEEmZIEL 82 —
Contribution to pension schemes BRGHR 311 189
5,944 5,206
The emoluments fell within the following bands: T MEBERDT -
Number of individuals
A
Emolument bands B 485 2002 2001
HKSO — HK$1,000,000 0T - 4 %1,000,0007T 3 3
HK$1,000,001 — HK$1,500,000 %1 000,0017T - ##1,600,0007T — 1
HK$1,500,001 — HK$2,000,000 FEH1,500,0017T - & #2,000,0007T 1 —
HK$2,000,001 — HK$2,500,000 B ¥2,000,0017T - A% 2 500,0007T 1 1
5 5

LGZITIC HUALING HOLDINGS LIMITED




[2 Intangible assets

2 EBREE

Group
£5
Taxi
Goodwill licenses Total
k=3 HAEERE 2
HK$'000 HK$'000 HK$'000
BT BT BT T
(Note 31)
(Fi3E31)
Year ended 31 December 2002: HE_TT-_E+-_A=+—BIt&EE
Opening net book amount By ER (B 5,441 6,392 11,833
Additions REF N — — —
Amortization charges NEEEH (680} {537) (1,217)
Closing net book amount ERREREFE 4,761 5,855 10,616
At 31 December 2002 R-EE-F+-_A=+—8
Cost A A 6,801 6,506 13,307
Accumulated amortization BB (2,040) (651) (2,691)
Net book amount BRERE 4,761 5,855 10,616
At 31 December 2001 RZBEE-F+ZR=+—8
Cost oy 6,801 6,506 13,307
Accumulated amortization R EH {1,360) 114) 1,474
Net book amount EEEE 5,441 6,392 11,833

GZITIC HUALING HOLDINGS LIMITED




I3 Property, plant and equipment 13 WE -BERRE
{a) Group (a) £
Fumiture,
fistures and Mouids
Investmers  Construction- Land Plantand  elecironic Motor ~ Comower  andother
[operties  nprogress  userights  Buidings  machinery  equiment  vehicles  equipment  equipmant Totel
B EER BER
RE9E EEDE BB BT BRREE 314 RE GHEE  AN4E 28
HKS000  HKS000  HKS'000  HKSOOD  HKSQ0D  HKS000  HKSDOO  HKSO00  HKSGOD  HKSO00
BETn BSTn EETn ARTR BRTR BMTR BETR BETm BBTR E¥n
{Note 31)
i)
CostpNaluation AAE/1E:
ALY January 2002 RZ82-F-8-P 168,000 12,082 63,981 16,078 515,93 70,106 20,90 10,638 162792 1180597
Addions BE - B 3710 84 380 1670 1.93% 419 - 0
Transfers g3 - {38,455) - 5338 ANl {£.59) 106 - 15793 -
Disposals BE - (119) - - 46471 8,183 3.889) - [ s
Foreign exchange adjusiments  EERE - Bl el {81} (255) (28} (10} m 13) {521
Ai 31 December 2002 ROFFIETIAZT-E 168,000 1,789 67,72 191576 564,674 825% 13,049 15,490 17708 1268120
Representing: HES
Atcost AR - W8 eI S BRI 625 1908 1540 WII6 1100100
Al valuaion £ 168,000 - - - - - - - ~ 168000

165,000 1788 b7.721 191676 564,674 2,595 13,049 140 W6 126810

Accumulzied depreciation and

impaiment; EHFEREE

A1 Januery 2002 R-%52%-5-8 - - {7,108) 145,367)  (236,790) 130447 (15,1601 654 {84033)  {419,563)
Charge for the year EEHR - - 11.379) 18.461] 142,213] {63791 817 (2.484) 12,840) [76,573)
Impziment charge 53 - {550} - - (2,791 - - - {5,042) (8321)
Disposals RE - - - - 87 1782 301 - 124 51
Foreign exchange adjustments  EfHE - - § ] n 1 ] - 5 b,
A 31 December 2002 RIEEZETIACH-E - [550) 8.4801 (538081 (280,753} 35030 12,956} 3138 (183742 (498458
Net book value: BEER:

A1 31 Decamber 2002 RI5%

ZF+2fz9-3 168,000 123 58241 97788 8390 27,564 6,093 12,352 148 769,68

At 31 December 2001 RIET-F{ZAZ1-A 168,000 12042 56,815 1008 279,206 39,659 5746 10,044 B8 76103

LGZ|TIC HUALING HOLDINGS LIMITED




[3 Property, plant and equipment (contd)

13 Y- BERRE®

(b) Company (b} 27
Furniture,
fixtures and
electronic Motaor
equipment vehicles Total
B RER
BFRE bat 25
HK$'000 HK$'000 HK$'000
BEFIT BT BT T
Cost: B
At 1 January 2002 Ro_BE-_F£—H/F—8H 853 1,869 2,622
Additions RE 50 — 50
Disposals RE (17) — (17
At 31 December 2002 RZZEZF+_A=+—8H 686 1,869 2,555
Accumulated depreciation RiinE -
At 1 January 2002 RIBT -_F—-F—8 (284) (1,624) (1,808)
Charge for the year KEEIR (111) (113) (224)
Disposals BE 1 — 1
At 31 December 2002 RZEE-F+-_A=+—H {394} (1,637) {2,031)
Net book value: BRHEE(E -
At 31 December 2002 KRZZEE-F+-_RA=+—8H 292 232 524
At 31 December 2001 RZEE-F+-F=+—8H 369 345 714
{c) Investment properties (c) REWME

The investment properties represent 11 floors and 12 car parking
spaces in Guo Xin Building, located in Guangzhou, the PRC, with
the lease terms of 50 years.

The investment properties were revalued every 3 years. The
investment properties amounted to approximately $168,000,000
(2001: $168,000,000) were revalued at 31 December 2001 by
Vigers Hong Kong Limited, independent gualified valuers. The
deficit on revaluation was offset against the property revaluation

reserve.

The directors are of the opinion that the carrying value of the
investment properties as at 31 December 2002 approximated

the open market value.

Property, plant and equipment with net book value of
approximately HK$95,916,000 (2001: HK$116,967,000) were
pledged as security for the Group's short-term bank loans.

ZREDEAUNTEENTRERNEZ
TAEERT_EEMT

5O -

REMET=EFER
168,000,0007T (20014 : 168,000,000
) RZBR-ETZASt—HEE

o

7T
T EEGEMEERTEGR LRS-
Ed

HHETHEBEEGRRET RE -

ESZRRAEREVER_TT_E1
ZRA=tT-BAZREEERTEEER -

BREFEHEH05,816,000 TZHE -
BiE g% (20014 © #%116,967,000
T EREEBEEAREERBRITER

ZHER-

BOE85

ZMENE



14 MY D EERE |

[4 Interests in subsidiaries

Company
DA
2002 2001 [
HK$'000 HK$'000 !
BETT BETT
Unlisted equity interests, at cost Ermiin 20,997 20,997
Due from subsidiaries FEU KT B2 B F0E 586,843 603,563
607,840 624,560
Less: Provision for impairment in value W oOREES {248,160) (2,817)
359,680 621,743

EUMBRAFREGRBIER  LEREER

RIEE -

The amounts due from subsidiaries are unsecured, interest free and

are repayable on demand.

EEMBLAFENOT

The particulars of the significant subsidiaries are:

Place and date of
incorporation/

Principal activities

Particulars of

establishment and and place issued share Interest
Name kind of fegal entity of operation capital held
B/ R EREE
RABE RLRAR TERE DRITRERBA Ei6ES
DIRECTLY HELD
EERE
Ching Refrigeration Industry Co., Ltd. The PRC, 28 March 1985 Manufacture and Registered Capital 95%
("China Refrigeration”) limited liability company sale of refrigerators in US$10,000,000
the PRC
HEEEREERAT BB -ANRFEZAZTAR KEHERSH FMER 95%
([2528])) BREMLA ££10,000,0007T
Hualing Technology Limited Hong Kong, 23 December 1392 Investment holding in Ordinary Shares of 100%
{“Hualing Technology") limited liability company Hong Kong HK$10
EAMRBRLE F4 —ANZHFETZA=TZH RARR TRRAEBIOT 100%
(TEZHR]) ERELLR
Hualing Investments Limited Hong Kong, 18 February 1993 Investment holding in Ordinary Shares of 100%
{"Hualing Investments”) limited liabitity company Hong Keng HK$2
EEREARLA & —-ANZEZR+AR RERR TaREmn 100%
([£&RED EREALT

[ GZITIC HUALING HOLDINGS LIMITEDES




Interests in subsidiaries (contd

Place and date of
incorporation/

4 MIERATEZRZ =

Principal activities

i
1o

Particulars of

gstablishment and and place issued share Interest
Name kind of legal entity of operation capital held
Faupdrane: L =R
NEEE REGER TEEH BRARMEREK bR
DIRECTLY HELD (Cont'd)
BERE(E
Hualing International Limited Hong Kong, 4 March 1993 Trading in Hong Kong Ordinary Shares of 100%
limited liability company HKS2
EZERERRA E% -ANZEZADA 25 LRRAERT 100%
BERELAR
Hualing Refrigerant Engineering Limited Hong Kong, 28 February 1935 Investment holding in Ordinary Shares of 100%
limited liability company Hong Kong HK$2
ERHRIRARAT EF - ANAEZAZTNE REZR TERER2T 100%
BRETDH
Hualing (Far £ast) Limited The British Virgin Islands, Investment holding in Ordinary Shares of 100%
10 September 1993 Hong Kong US$1
limited liability company
22(ER)ERLE RBRLES —NANZE REER EERES I 100%
NATEBEREEAR
INDIRECTLY HELD
BiEER
Hualing Air-conditioning The PRC, 10 May 1993 Manufacture and sale Registered Capital 100%
limited liability company of airconditioners and US$20,000,000
electronic appliances
in the PRC
EREh FE -ANZERRTA ZARFE BRIIEE:S 100%
EREERA ZHERDH %££20,000,0007
Guangzhou Hualing Electrical Household The PRC, 28 March 1995 Distributor of Registered Capital 95.5%
Appliance Enterprise Co., Ltd. limited liability company HUALING brand RMB3,000,000
{"Hualing Household") products in the PRC
ENEERELEERAR BE -AARE=ZAZ1+NA EhEHER EMETARY 95.5%
([£%5E)) BREERHA RREZER 3,000,0007C
Hefei Hualing The PRC, 20 June 1993 Manufacture and sale Registered Capital 55%
limited liability company of mini-refrigerators $35,000,000
in the PRC
BEEE FE -ANZERAZTH PNEKFEBHE R D 1 BEREE 55%
BREALE 35,000,000

GZITIC HUALING HOLDINGS LIMITEDJ




14 Interests in subsidiaries (Contd)

Place and date of
incorporation/

4 HBLAREREw

Principal activities

Particulars of

gstablishment and and place issued share Interest
Name kind of legal entity of operation capital heid
HR/MAMERRE
AGIEEE ROREY TEEH EREOIRGRRA EibfER
INDIRECTLY HELD (Cont'd)
BEsSs (B
Guangzhou Hualing Refrigeration Co., Ltd. The PRC, 21 March 1996 Manufacture and sale Registered Capital 96.25%
limited liability company of refrigerators in US$1,441715
the PRC
BNEZERERAT FE -ANARFEZAZT-B KERERSH HRER 96.25%
BREEAR £$14401.7157
Growth Plus Properties Ltd. The British Virgin Islands, Investment holding in Ordinary Shares of 100%
1 July 1997 the British Virgin Islands US$1
limited liability company
EBRAES  -hNtF RERE ERRES R 100%
+A-RERELAT
China Appliances.com Limited The British Virgin Islands, investment holding in Ordinary Shares of 100%
2 March 2000 the British Virgin (slands Us$1
limited liability company
TERER/ERLA ABExEE —TEEE RARR TERERIT 100%
ZAZRABRELLT
Chengdu Hualing Electrical Household The PRC, 1 August 2001 Distributor of Registered Capital 99.775%
Appliance Co., Ltd. limited liability company HUALING brand RMB2,500,000
products in the PRC
KBEEREARAT([MBEE)) TR ZZR-F/\B-A EREBEE AREAARS 99.775%
BREMFLA EalzER 2,500,0007%
Guangzhou Hualing Property Management The PRC, 3 August 2000 Property management Registered Capital 95.5%
Co., Ltd. ("Hualing Property”) limited liability company in the PRC RMB500,000
EMEENEEERRAF tE - ZEE2FEAF=8 NEER BRI 95.5%
(rgzmsl) BREEAT AR#500,0007T
Guangzhou Hualing Shopping Mall Co., Ltd. The PRC, 1 October 2000 Distributor of Registered Capital 95.5%
{"Hualing Shopping Mall"} limited liability company HUALING brand RMB500,000
products in the PRC
EMTEEBSERAT w8 Z2RFFTA-H EPEEER ERER 95.5%
SEXEEI) BREERR ERRZES AR%500,0007
Guangzhou Ma Hui Hualing Taxi The PRC, 2 May 1995 Taxi license lsasing in Registered Capital 57%
("Hualing Taxi") limited liahility company the PRC RMB2,000,000
EREEEELREN F8 - AARFEAZA HEEHRREE AfER 57%
(rezEK]) BEREELH AE%2,000,0007%

LGZ|T|C HUALING HOLDINGS LIMITED
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14 Interests in subsidiaries (contq)

Name

REAE

Place and date of
incorporation/
establishment and

kind of legal entity
AR/ R REE

Bnagn

4 EBEATER®

Principal activities
and place
of operation

IREH

Particulars of
issued share
capital

BERITRERERT

Interest
held

BB iER

INDIRECTLY HELD (Cont'd)
MEEE (&)

Hualing Technology (Investment) Limited

ERHER(RE) FRAF

Henan Hualing Electrical Household
Appliance Cc., Ltd.

AREAERHEERDS

Chongaing Shuigang Hualing Electrica
Household Appliance Co., Ltd.

ERREELIERHERRLA

The British Virgin Islands,
25 October 2002
limited liability company
ZBEANG
ZEZ_E+TAZ+aRA
EREARRA

The PRC, 11 June 2002
limited lighility company

HEl BT -FRAT-B
HEREFRT

The PRC, 5 April 2002
limited liability company

TH ZEET-£BARA
BRAMLA

GZITIC HUALING HOLDINGS LIMITED |

Investment holding in
the British Virgin Islands

RELH

Distributor of
HUALING brand
products in the PRC

THEKEEE

EmEzER

Distributor of
HUALING brand
products in the PRC

EREEESE

BLEZER

Ordinary Shares of
USs1

EERES I

Registered Capital
RMB5,000,000

=g
AEH5,000,0007T

Registered Capital
RMB3,000,000

BRER
AFE#3,000,0007

100%

100%

100%

100%

100%

100%




I5 Interests in associated companies 5 BERQRER

Group

£=FE
2002 2001
HK$'000 HK$'000

BETT BERFL

—

Investment at cost: BE - REAE: |
Unlisted equity interests, at cost ELTRG - BRAEE 39,760 27,173
Share of post-acquisition reserve FEIG U EE 12 (8,099) (1,110)
31,661 26,063
Less: Provision for impairment in value W OREER (1,401) (4867
30,260 25,596
The particulars of the principal associates are: TEBENRZHEBMT
Place and date of
incorporation/ Particulars of Interest
establishment and issued share held
Name kind of legal entity Principal activities capital indirectly
RS R BETR miE
REEHE BRALQAER TEEH BRBRE HEES
Xian Dongling Refrigerating The PRC, 27 September 1995 Manufacture and sale Registered Capital 25%
Compressors Co., Ltd. limited liability company of refrigerator compressors  US$18,670,000
{"Xian Dongling"} *
BEEAULBERERLA HE - -AAREFARZTEA HERDEKEERES HRER 25%
(MBRRAD * AREELR %418,670,0007
Guangzhou Hualing Polyfoam The PRC, 28 December 1991 Manufacture and sale Registered Capital 19%
Co., Ltd. ("Hualing Polyfoam”) limited liability company of polyfoam products US$1,000,000
BMNERRRBHERDA F8 -AA—F+ZA=+AR HERHBAAEHER HREX 19%
([ZE8%]) BEREARR %£$1,000,0007%
Beijing Wide Vision Network Co., Ltd. The PRC, 18 December 2000 Manufacture and sale Registered Capital 33%
(“Beijing Wide"} limited liability company of computer hardware and RMB3,000,000
telecommunication
equipment
TREREREBEERNEERAT T8 —ZFEFET2FTAB HERSHHERES HERER 33%
(ErelEEDn BREFAF MERRE AR #3,000,0007T
* Pursuant to an approval document { {2002]No.005 } from Xian Ministry of * BERTLHNEZRBESERILX
Foreign Trade and Economic Committee, the issued and paid-up capital ([2002]1F005%%) © 2002EBERENT
of Xian Dongling was increased from US$11,340,000 to US$18,670,000 BITREEEABES 11,340,000 1
n 2002. MEZ£18,670,0007T °
All associates in the PRC are sino-foreign equity joint venture. BT Y M AT ETRNA BT

GZITIC HUALING HOLDINGS LIMITED 2




. =
[& Inventories 6 FE
Group
E£E
2002 2001
HK$'000 HK$'000
EETFT BT T
Raw materials RAFH 199,898 222,254
Work-in-progress EER 13,296 27,008
Finished goods St on 205,347 397,462
418,541 646,724
Less: Provision far inventory obsolescence B EEBRKER (21,945) (11,483)
396,596 635,241
|
] At 31 December 2002, the carrying amount of inventories that are RIEBEZ-_F+-A=+—08 FERIJESE
carried at net realizable value amounted to HK$22,640,000 {2007 IBECERETE BB 22 640,000T (20014
HK$227436,000). VE#E227,436,0007T)
. 2
|7 Trade and other receivables 17 ESREMEWER
Group Company
%8 NG
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000
BT BT T YT T T
Trade receivables Z SR 132,460 300,874 — —
Notes receivable BIEE 48,283 7,085 — _
Prepayment and FEREAR
other receivables H i FE UL TR 68,311 77,076 445 467
249,054 385,035 445 467
No standard credit term policy was adopted by the Group as the credit FEBETEENERBERSTER - AR
terms granted by the Group’s varies towards different customers. As EETEFENERREX HNI-TF-F+=
at 31 December 2002, the aging analysis of the trade receivables was A=+—8 BE3EBRZERIHOT :
as follows:
Group Company
£5 NG
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000
BT BE T BT T BT T
Within 1 year —FR 174,824 327,695 — —
Over 1 year but within 2 years —FUEERFRA 26,642 26,126 —_ —
Qver 2 years MEL L 26,180 18,538 — —
Less: Provision for doubtful
receivables W REEE (94,186) {71,485} - —
132,460 300,874 — _—

GZITIC HUALING HOLDINGS LIMITED




18 Prepaid value-added tax I8 FETIBEMR

Hualing Household has paid input value-added taxes to the State Tax EAREABRETEENMNEXNAABREE
Bureau for the finished goods purchased from China Refrigeration. in B TEEBEEER - BEPEBUER B
accordance with the PRC tax regulations, these value-added taxes can BERAERRHEEEERNHBEBERM
be offset with the output value-added tax arising from the sales in the B BRERE - /
future but are not refundable. "
h *‘
19 Trade and other payables 19 ESZNEMENR
Group Company
=@ DA
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000

BETT EETT BETL EBTT

Trade payables =Y AR 262,081 336,466 — —
Provision for staff welfare and bonus B TEF R EEBES 12,688 15,155 7,712 5,508
Accruals BIRER 107,331 167,191 _ 402
Advances from customers AR 107,866 92,155 — - [
Notes payable [ANES 60,550 32,878 — — [
Payable for property, plant and BEWE BER ‘
equipment REENR 32,173 7,579 — — ‘
Others Hit 30,115 21,795 295 1,177
612,804 673,219 8,007 7,087 i
At 31 December 2002, the aging analysis of the trade payables was as RIBEZF-_F+ZR=Z+—8 EZEMNAZ
follows: BREE AT -
Group Company
£8 DA
2002 2001 2002 2001
HK$'000 HK$'000 HK3$'000 HK$'000
BT T BT BB AT T
Within 1 year —FR 235,266 326,511 — —
Over 1 year but within 2 years —FULEREAR 22,042 7,479 — —
Over 2 years FIEBA £ 4,773 2,476 — —
262,081 336,466 — —

LGZITIC HUALING HOLDINGS LIMITED§




20 Taxes payable 20 BEHE
2002 2001
HK$'000 HK$'000
BT BETT
(Note 31}
(FEE3)
Valug-added tax EEH 20,568 42,561
PRC enterprise income tax FPEARANBEENEH 4,880 8,628
Others Hh 366 1,670
25,814 52,758
21 Provisions for warranty 2l EmREEE
The movement of provisions for warranty were analyzed as follows: HEMMRBERESHZOMNT
HK$'000
EBTFT
At 1 January 2002 NR-BE-E—-F—H 7.930
Charge for the year AEET IR 18,137
Less: Amounts utilized B DEAFUE (9,957)
1 —
At 31 December 2002 RZEZ_F+_A=+—H 16,110
Two subsidiaries of the Group, Hualing Household and Hualing Air AEBZMEMBLE(EEZREREETH)
conditioning, provide free repair and replacement services ranging from REEREEEZFZRBEBREHER
one year to three years after sales. The cost of the warranty obligation BRH - EEREREZTCHANEREREER
under which Hualing Household and Hualing Air-conditioning agree to EMEENRERAEE QESERETIR -
remedy defects in its products is accrued at the time the related sales RIEE-_F+_-_/B=+—8 AEEHCDH
are recognized. As at 31 December 2002, the Group had provided for ECRASSIRTESIREEE -

expected warranty claims on household electrical appliance items sold.

GZITIC HUALING HOLDINGS LIMITED
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22 Bank loans and other borrowings 22 RITERMEMRER

Group

28
2002 2001
HK$'000 HKS$'000
BT BET T
Short-term bank loans, secured WERITER - D ER 491878 518,574
Long-term bank loans, secured RERITER  BER 38,592 16,500

At 31 December 2002, the Group's bank loans and other borrowings

were repayable as follows:

530,468 535,074

RIBEZ-E+-A=+—-8 FEERTE
RMEMGREZBERNAT

Bank loans Other borrowings
HRTT I8 RK HiER

2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000
EE T EETT BETT BEETT
Within one year —F A 491,876 518,574 — 30,000
Over one year and within two years —F U EREUA 38,592 16,500 — —
530,468 535,074 _ 30,000

Interest of the bank loans and other borrowings is charged on the
outstanding balances at the range of 5.31% per annum to 7.02% per
annum (2001 5.49% to 7.43% per annum).

Property, plant and eqguipment with net book value of approximately
HK$95,316,000 (2001: HK$116,967,000) were pledged as security for
the Group’s short-term bank loans.

Subsequent to year end, short-term bank loans of HK$218,484,000
have been renewed and will be due for repayments in the first quarter
of 2004.

BITERRAGERZENEEREEREY
531%27.02% 2B (Z8F—F : FH=E
5.49% E7.43%) °

AEBRERTEDERERNETYE K
BREHEOREFELHAE5,916,000T (=
TET—4E . 116,967,000) ¢

17 GZITIC HUALING HOLDINGS LIMITED




23 Pension and other post-retirement obligation 23 BREREMERBRER
The Group has arranged for its Hong Kong employees to join the REBCLHAEB 2 EEEESN—ERE
Mandatory Provident Fund Scheme (the "MPF Scheme”), a defined VEEATENMERNEE  RHMELES
contribution scheme managed by an independent trustee. Under the FrEI([aBSimel)) - REBBIMELBEIED
MPF Scheme, each of the Group (the employer) and its employees BE F5BEXRFAEBZRERHESR
~ makes monthly contributions to the scheme at 5% of the employees’ BES AHMS%EAGRESHY EXRES
earnings as defined under the Mandatory Provident Fund legislation. EH RS FE LR AT A1,0000T © SR
l The contributions from each of the employer and employees are subject SHEEZERBEREE - EE-TT_F
to a cap of $1,000 per month and thereafter contributions are voluntary. FTZA=ZT—B - SERES TR -
For the year ended 31 December 2002, no contribution was forfeited.
FEB2EABRMIRKSETE - BREFHIE
The Group companies incorporated in the PRC participate in the locat FoAEERESEREMEERZBREREE
retirement schemes of the PRC. Pursuant to the relavant regulation, TREH15%E28% 2R - RBEE-FT=F
the Group is currently required to make a monthly contribution +ZA=Z+—RALEE  AEEZERBEE
equivalent to 15% to 28% of the monthly salaries in respect of its full- MR U Z R0 954858323000 (ZEF
time and temporary employees. The aggregate amount of the Group's —4F  B¥E6,791,000T) ©
’ contributions {net of forfeited contributions) for the year ended 31
December 2002 amounted to approximately HK$8,323,000 (2001:
HK$6,791,000).
i 24 Share capital and share options 24 BARERE
J (a)  Share capital (a) B&E
Authorised
Ordinary shares of
HK$0.1 each
EERE
ERREREE
BT
‘000 HK$'000
BRIDEE (TR BETT
At 31 December 2002 and 2007 TEE-_N_FEE-F+-_FA=+—8 1,600,000 160,000

Issued and fully paid
Ordinary shares of

HK$0.1 each
ERITRBERAE
TRREREE
017

‘000 HK$'000
Bn#e (TR’ BT T
At 31 December 2000 —EETE+-_A=+—H 1,179,056 117,806
issue of shares %’éﬁﬁﬁ %) 120,000 12,000
Exercise of share options TR 81,460 8,146
At 31 December 2001 ¥+ ZBE=+—8 1,380,516 138,052
Exercise of share options (Note 24(b)) TTEEARE (M3 =+ M) 1,360 136
At 31 December 2002 EE-&+ZA=+—8 1,381,876 138,188

GZITIC HUALING HOLDINGS LIMITED




24 Share capital and share options (contd 24 BARBERAE 6
{b) Share options {b) SERE
Pursuant to the company's share option scheme dated 26 REARTIN—AAL=ZET+—AZ+NH
November 1993, the company, for incentive purpose, is B SR —AARESNAZTHEBEE
authorized to grant options to executive directors and employees ZRERENE Ao AERHBRET
of the Group to subscribe for shares in the company, subject to AEAZE "ﬁ$&t§ﬁu PEALRZ
a maximum of (i) 20% of the share capital of the company in B EEEFUOAARR—ANANE
issue as at 25 June 1999 plus (i) the nominal amount of share ~AZ+HAEA E%’iﬁﬁxﬁzm%%ﬁﬁ :
capital of the company repurchased by the company subseguent ROVEELEITELARRBERE 2 QR
to the amendments up to a maximum equivalent of 10% of the BAERE  HZUHSNARARBETRE
aggregate nominal amount of the share capital of the company AHRELEZ10% (TRIERTERIE
in issue, excluding shares issued on exercise of options. The mETzBRR) REBRESHETE &
subscription price would be determined by the directors, and THEEARD zBEBRERLERER
would not be less than the higher of the nominal value of the HAREAZZBRNETEHARIRE
shares and 80% of the average of the closing prices of the shares RARZFHRTEZ80% UBSES
quoted on The Stock Exchange of Hong Kong Limited on the ) o IREBERITE  WEHETFIA—B
five trading days immediately preceding the date of offer of the 2 ,\/\ZE%HX’F%Fﬁ/*ﬁ&ZW HEREL
option. There is no limit as to the number of shares in respect o BIBMETBIZ G TE - B
of which options may be granted under the scheme to any one ﬁ%&?ﬁf&?ﬁﬁ&?&?ﬁz A B BE R IR AT
participant. The terms of the scheme provide that an option may BI7T(E -
be exercised under the scheme at any time during the period
commencing on the date upon which such opticn is deemed to
be granted and accepted.
Movements in the number of share opticns outstanding during REAFEEREZEHNOT :
the year are as follows:
Asatl As at 31
Categories of Total number January December
grantees of grantees 2002 Granted Exercised Cancelled Lapsed 2002
—EEC-E
ZEBA TRAY _EBT_F +=A
A—B E e T LW =Z+-—8
Directors S 12 6,800,000 — - - — 6,800,000
Employees E8 a6 1,680,000 — {1,360,000) — — 320,000
Others Hib 3 2,000,000 — — (2,000,000) —
81 10,480,000 — (1,360,000} — (2,000,000 7,120,000
At an Extraordinary General Meeting of the company held on R—hAN=ZFE+—FA -+ EETZREFI
26 November 1993, the Executive Share Option Scheme was AELE FRARARBYFERITRASBREL
approved and adopted. At 31 December 2002 there were B -MZEE-E+ZA=+—8  ARHZE

E-E+ A=+ -BAEABETEZER
M 15 7%7,120,0008% °

7.120,000 options outstanding which are exercisable at any time

A

i

prior to 31 December 2003.

LGZI'HC HUALING HOLDINGS LIMITED
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25 Reserves

General Enterprise Property
Share resenve expansion Exchange revalugtion  Accurnulated
premium fund fund 1eserve reserve losses Toial
B3k i NERE

RiERE ¢ EEEE EL&H BBk ZHEE bk

HKS'000 HK$'000 HKS'000 HK$'000 HK$'000 HKS'000 HK$'000

BETR BETR EETR BEIR BETT EETT BETR
{a) Group o} £8
Balances as at 1 January 2001 “E2E3-£-F-0BE 446,533 33,144 16,958 28497 13,000 [54,952) 483,180
Issue of ordinary s1ares BUERR 64,702 - - - - - 54,702
Share issue expenses B1ER {2,016) - - - - - 2,016)
Profit appropriatior FERE - 33 - - - (3331 -
Deficit on revaluation of

investment properties RENZEERE - - - - 13,000 - (13,0001
Profit attributsble 15 shareholders BEERHE - - - - - 10,759 10,759
Balances &s at 31 December 2001 Z$E-FT-FCT-AEE 509219 33477 16,958 28497 - (44526) 543,825
Issue of ordinary shares EEER 173 - - - - - 173
Share issue expenses 185 ) - - - - - 91
Profit appropristion AEAR - 3,884 - - - (3.884] -
Translation difference during
the year REREHER - - - 158) - - 158)

Loss attributable to sharehiolders REREEA - - - - - 250,359) 1250,358)
Balances as at 31 Cecember 2002 CEE-Et-ACH-FEHE 509,383 37,361 16,958 28,339 — (298,769 293,272
b} Cempany b} 27
Balances s at 1 Janusry 2001 “ET-5-F-BHBE 446,533 - - - - (7.467) 435,066
Issue of ordinary shares BITAR 84,702 - - - - - 84,702
Share issue expenses EHER {2,016 - - - - - (2,018)
Loss for the yaar rEER - - - - - 13,118) (13.118)
Balances s at 31 Dacember 2001 “25-5+2FCt-RBE 509,219 - - - - (20,585} 488,634
Issue of ordinary shares BREER 173 - - - - - 173
Share issue expenses ErBR 19) - - - - - 9
Loss for the year TEER - - - - - (261,658) 261,658)
Balances a5 at 31 December 2002 CEECFtofA-T-HEE 509,383 - - - - (282,243) 227,140
The company had no reserves as at 31 December 2002 available for RZBEFZF+-/A=Z+—8 ARFERER
distribution to shareholders (2001: Nil). HARZ BB (CEE—F T) -
{c)  The company’s PRC subsidiaries are required to follow the laws (¢) ALEEFBEZWBLFEHRBEREN

ERFRERRFNDFEEME - U
EMBLRFEARBETETES 23l
AEEEL CRTRES BETHE
RENMES HERNEERHERES
IREEER PR c WEPBRZME LR
MEEFNFRRSEDI10%INAEEE
T EERHABESESREZEEME
AHS0% BN ERERBEENHNEE
FoRERCEEEMERLERRT
RAEEERERBNENES -

and regulations of the PRC and their articles of association. These
subsidiaries are required to provide for certain statutory funds,
namely, general reserve fund, and enterprise expansion fund,
which are appropriated from net profit after taxation but before
dividend distribution. These PRC subsidiaries are required to
allocate at least 10% of its net profit to the reserve fund until
the balance of such fund has reached 50% of its registered
capital. Such appropriations are determined at the discretion of
the directors. The general reserve fund can only be used, upon
approval by the relevant authority, to offset accumulated losses

or increase capital.
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26 Consolidated cash flow statement

(a)

26 n_\éiﬁlﬁﬁﬁ

Reconciliation of (loss)/profit before taxation to net cash inflow (a) BRA (R /BRMEELEIHZRE
from operating activities: MAFHEER
2002 2001
HK$'000 HK$'000
BRI BEETT
(Note 31)
(HI5E31)
(Loss)/Protit before taxation M A AT (B548) /B (239,883) 36,600
Adjustments: A
Depreciation & 76,573 65,050
Amortization of intangible assets EBREERY 1,217 794
Share of loss/{profit) of associated
companies REABE DB ZER/ (&) 6,663 (70
Impairment of property, plant and equipment B EFEERE 8,321 —
Loss on disposals of property, plant and
equipment HEATEEEERE 8.312 2,172
Provisions for warranty ERRERE 8,180 3,339
Provision for impairment in value YENERE
for associated companies ZRERE 934 —_
Government subsidies BT AL (3.026) (9,829)
Operating {loss)/profit before working capital
changes LEEREDH2EE (BB BT {132,708) 98,056
Decrease {Increase) in due from related
companies FE L RR s 2 R BUR R (BB ) 2,441 (2,822)
Decrease (increase) in trade and other
receivables 85 REAMBBREUR D (B 135,981 (75,480)
Decrease (Increase) in inventories FEFERD (B 238,645 (8,270)
Increase in prepaid value-added taxes TR {ERRE A0 {18,674} {1,102)
(Decrease) Increase in due to related
companies FE 1~ BB RS 3 =) 3R E OBl ) 120 (1,559) 6,142
(Decrease) Increase in trade and other
payables E5 REMEARCRD) E (71,889) 20,431
Decrease in other taxes payable HibpE RS (23,297) {39,627)
Interest income 18 WA (7,216) {9.428)
Interest expense MBaXZH 39,205 43,287
Bank handling charges BITFESR 1,409 704
Effect of foreign exchange translation INBER & 122 —
Cash inflow generated from operations BEBRERA 162,559 31,885
Interest paid BEATF 8 (39,205) (43,281)
Interest received 2R B 7,216 9,428
Tax paid [RENEEN (6,885) (6,058)
Bank handling charges paid ERRITFEE {1,409) (704)
Net cash inflow/{outflow) from
operating activities BETHELZBESRA (FL)BE 122,276 (8,728)
Analysis of cash and cash equivalents by BERESEDIT
2002 2001
HK$'000 HK$'000
BET T BT T
Cash on hand Re 1,194 791
Cash at banks RITHER 173,068 186,248
174,262 187,039

LGZITIC HUALING HOLDINGS LIMITED
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26 Consolidated cash flow statement (contd) 26 HZERERER®
{(c)  Analysis of changes in financing during the year ) FTEEREBEZEHHIFNOT
Share capital
including premium Bank Loans Minority interests
it RRAEE EARIEEN LHETER
2002 2001 2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT EETT BETT BETR BETL B¥TR
Beginning of the year FH4 647,271 564,439 535,074 540,402 34,095 19,019
Minority interests in share
of logses and exchange LHBEERL
feserves BERELKE - — - - 7,239 12,152
Cash inflows from finencing ~ BEBERA 300 82,832 - - — -
Proceats from new borrowings $TIEEFURA 533,986 61,144
Repayment of foans BRRE 638,592) 166,472)
Share cf net asset value of
subsidiary acquired by SPHREES
mino-ity interest LRFEE - - — — - 2924
End of the year ERBE 647,571 847,271 530,468 535,074 41,334 34,095
(d)  Major non-cash transaction (dy FEZHEBRERF

27

As disclosed in Note 15, pursuant to an approval document
{I2002] No. 005) from Xian Ministry of Foreign Trade and

Economic Committee, the issued and paid-up capital of Xian
Dongling was increased from US$11,340,000 to US$18,670,000
in 2002. US$1,471,000 (equivalent to HK$11,474,000) was paid

through injection of machinery and equipment.

WERBMETEHE - REARTTEHME
BEELERI X (20025 0055%) -
02EEEFAEREEITRBBZERESE
£11,340,0007CE M AFE 218,670,000
JE e EFES1,471,000TT (AERBE
11,474,00070) AR B NEHE -

Contingent liabilities 27 HAREE
Group Company
£@ A F)
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000
BT T T T BT T BT
Guarantees for bank loans and BMBARZIRITER
overdrafts of subsidiaries REZFIEER — — 22,523 —
Discounted letters of credit with HEREY
recourse EHRERE — 14,761 - —
Bills of exchange discounted/ FEEEIEME S
endorsed with recourse BEEEE 155,056 84,905 — —
155,056 99,656 22,523 —

Management anticipates that no material liabilities will arise from the

above bank and other guarantees which arose in the ordinary course

of business.

GZITIC HUALING HOLDINGS LIMITED
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28 Commitments

(a)

(b)

(a) Y% BERREZENEE
equipment
2002 2001
HK$'000 HK$000
BT T EETT
Contracted but not provided for EENERER 6,802 43,893
Authorized but not contracted for BEHEERELD — —
6,802 43,893
Commitments under operating leases by ELEBRE

Capital commitments for purchases of property, plant and

28 EIE

As at 31 December 2002, the Group had future aggregate

minimum lease payments under non-canceilable operating

R-EZ-F+-A=+—8 £EHEE
THHB ELHEMRRRZ G2 RE

leases as follows: MENREENT -
2002 2001
HK$'000 HK$'000
REET T BEBTFT
Not later than one year E—FR 4,012 6,050

Later than one year and not later than

five years E—EBEERFN 5,935 6,320
9,847 12,370

GZITIC HUALING HOLDINGS LIMITED
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29 Related party transactions 29 BBE RS

(a)  Balances with related companies are: (a) HEBLORIZHZHEOT:
Group Company
£8 AR
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000
EETRT BETR BETT BT

Due from related companies:
— Yungang Plastic Company Ltd. EWERBRBRRF
(“Yungang Plastic”), s company ~ ([EBZH]))  K&@
in which the Group had 14.25% 514 25%H# %
equity interest 583 223 — —

— Guangzhou Hualing Polyfoam FREMNESARERA

Co., Ltd. {"Hualing Polyfoam”), ([EFRK]) - $;‘%@
a company in which the Group BEI9%ER
had 19% equity interest 10 10 — —
— Guangzhou Finance Company BURERYBERL
Limitied {"Guangzhou Finance”),  ([#fERE]) - WET‘EE"J
a wholly-owned subsidiary of 2EMBLE
GZITIC — 35 — 35
| — Beiling Wide Vision Netwaork EWLFEIREARAE)
- Co., Ltd,, a company in which LEEEFN%ER
the Group had 33% equity
interest — 2,766 — 6
593 3,034 - 41
Group Company
] NG
2002 2001 2002 " 2001
HK$'000 HK$'000 HK$'000 HK$'000

EETT EETT EBTT BT

Due to related companies FENEE QR

— Yungang Plastic — EEBE 8,124 8,494 —_ —
— Xian Dongling — BERE 5,602 5,542 — —
— Hualing Polyfoam — EEAR 2.034 3,326 — —
— Guangzhou Finance — HiEE 2,560 2,517 2,553 2,510

18,320 19,879 2,553 2,810

GZITIC HUALING HOLDINGS LIMITEDJ




29 Related party transactions (contd) 29 BRMARS w

{b)  Significant related party transactions, which were carried out in (b) CEBEGTFEEEORETHERAZSHN
the normal course of business are as follows: T
Group
=@
2002 2001
HK$'000 HK$'000

BETT BETT

Purchases from Hualing Polyfoam MEZAAREER 5,638 6,942
Purchases from and processing charges RMESBREEER

paid to Yungang Plastic EEAMIE 9,297 14,135
Purchases from Xian Dongling MEZRAEREER 1,018 —

15,953 21,077

Purchases from associated companies were conducted in the MESLFFRERREERESEERE
normal course of business at prices and terms no less than those 0 XBEREERYTERMEREME= |
charged by and contracted with other third party suppliers of FEERAMKERZ BB RITHNZER -
the Group.

30 BARERLAF

30 Ultimate holding company

EFRARLAZSRERANBETEAR —

The directors regard Guangzhou International Trust and Investment AMBEMRIZEMNBEREZREE DT
Corporation ("GZITIC"), a company incorporated in the People's ("GZITIC") »

Republic of China, as being the ultimate holding company.

3 tEEEE

AEF-—ZE—F2ALBTEEIUEEAFR
Certain of the 2001 comparative figures have been reclassified to HmEk &R -

32 EREEE

31 Comparative figures

conform to current year's presentation.
32 Approval of accounts

The accounts were approved by the board of directors on 16 April 2003.
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GZITIC HUALING HOLDINGS LIMITEDAND ITS EBIEEZE
SUBSIDIARIES NE

HERATREME

Years ended 31 December

BE+_AR=+—BLHFE

2002 2001 2000 1999 1998
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETR BETT T BETIT BT

Results 25
Turnover 4] 1,261,072 1,650,988 1,815,247 1,197,175 1,208,064
(Loss)/Profit attributable AR &L

to shareholders (B8 &7 (250,359) 10,769 30,389 55,138 192,199)

Assets and liabilities BERBE

Total assets BREE 1,676,310 2,034,633 1,893,192 1,544,380 1,600,458
Total liabilities BmEE (1,203,516) (1,318,867) (1,273,087 (988,342) (1,129,709)
Minority interests LEIRRER (41,334) (34,095) (19,019) (47,772 (29,388)
Shareholders' funds AREIRE 431,460 581,677 601,086 508,266 441,361

GZITIC HUALING HOLDINGS LIMITED
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GZITIC HUALING HOLDINGS LIMITE!

GZITIC
95% . 100% 100% 100% 100% 100%
PEEHITTE g s g % (ER) EERATE
= EERE HEIERE = =
N N N
BRaE BRA] ERAA Hualing BRAA ARLT
: . Hualing Hualing International 9 8iing
Refrigeration L (Far East) Refrigerant
tnvestments Technology Limited A . >
Industry Limited Limited (BEBHK) Limited Engineering
Co., Ltd. (K (FBHK ! (RBRZHS Limited
(R EPRC) = BVI) (BHHK)
so%] 75°/40L 25% 55% 10@ 100%
FHERES e AREITH it S
i By SREE AR o BB Growth Plus
Guangzhou Ma Hu gm Y Hefei Hualing A gzd’tlijonin &g Properties Ltd.
Hui Hualing Refri eling Electrics -conaitiorning (KBRS
Taxi eirigeration Co., Ltd. Supment BY)
= Q., . = 0., .
(REPRC) (R EPRC) (REPRC) (B PRC)
20% 90% 10% 100% 100% 25%
BN BENEARE | BNTmEZR EEREE AREE
R R BEERAF DEEEFRAR ﬁ[‘ﬁﬁé HBABER
ARAA Guangzhou Hualing Guangzhou Ching BERALF
Guangzhou Electrical Hualing A Iianées com Xian Dongling
Hualing Household Property ppLim’t M Refrigerating
Polyfoam Appliance Management (BEEEE';%% Compressors
Co., Ltd. Enterprise Co., Ltd. Co., Ltd. ‘B\;!) Co., Ltd.
(& PRC) (s8] PRC) (F & PRC) (2@ PRC)
100% —H% 95% L—‘BS%
=30 BBEERE LELES
EEEHS BRAF RBRE
HRRE Chengdu Hualing R
Guangzhou Electrical ERDA]
Hualing Household Beijing Wide
Shopping Mall Appliance Vision Network
Co., Ltd. Co., Ltd. Co., Ltd.
(=8 PRC) ([ PRC) (& PRO)
BEEEER
BEEE
BRAT
Chongqing
—‘r’c/—"J Shuigang Hualing —95—%J
Electrica
Household
Appliance Co., Ltd.
(REPRC)

10%

Henan Hualing
Electrical
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